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INTRODUCTION. 



Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, December 31^ 1917. 
To oificeTs of internal revenue and others: 

The within decisions of the Commissioner of Internal Sevenue, 
rendered during the calendar year 1917, upon the construction to be 
given to the various acts of Congress relating to the internal revenue, 
are published for the information and guidance of officers of the 
internal revenue and others concerned. 

This volume contains Treasury Decisions numbered 2429 to 2627, 
inclusive, and embraces all regulations and rulings of the Treasury 
Department made during the calendar year ended December 31, 1917« 

Daniel C. Bopee, 
Commissianer of Internal Revenue. 

m 
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INTERNAL REVENUE. 



(T. D. 2429.) 
Capital-stock tax. 

"Holding companies" organized in the United States for profit are subject to the 
•pecial excite tax, and fhould file returns on Form 707. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., January 4, 1917. 

Sir: Receipt is acknowledged of your letter of the 29th ultimo, 
stating that the Co. is a ''holding company" for several sub- 
sidiary corporations and its only business is to receive dividends and 
interest from the operating companies, pay interest on its own in- 
indebtedness, and distribute its surplus income as dividends among 
its own stockholders. You contend, therefore, that the ''holding 
company'' is not engaged in business imder the decision made in the 
case of the United States v. Nipissing Mines Co. (206 Fed., 431), 
referred to in T. D. 2418. 

In reply, you are advised that this office has never acquiesced in 
the decision of the court in the case of United States v. Nipissing 
Mines Co., supra, and the question of whether a corporation organ- 
ized for the purpose of acquiring and holding all the capital stock of 
subsidiary companies, and actually engaged in holding such stock, 
voting thereon, receiving dividends when paid by the subsidiaries, 
keeping books, and paying out money to its own shareholders, is 
doing business within the meaning of the corporation-tax act of Aug- 
ust 5, 1909, is now pending in the Circuit Court of Appeals for the 
Southern District of New York in the case of Anderson v. El xiayo 
Mines Co. It is understood that the case of Anderson v. El Rayo 
Mines Co. will be taken up as soon as a decision is made by the Su- 
preme Court of the United States in the case of Baumbach, col- 
lector, V. Sargent Land Co. et al. (219 Fed., 31), which is now before 
that court on writ of certiorari. 

This office is of the opinion, therefore, that a "holding company," 

organized in the United States for the purpose of acquiring and 

holding capital stock of subsidiary companies, and actually engaged 

in holding such stock, voting thereon, receiving dividends thereon, 

Teesi*— VOL 19—17 ^1 
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and distributing money among its own shareholders is engaged in 
business within the meaning of the act of September 8; 1916, and is 
subject to the special excise tax imposed under section 407. 

A ruling to this effect will be published in the weekly edition of 
Treasury decisions, and will be followed by the department until the 
Supreme Court decides to the contrary. 

This ruling appUes to all ''holding companies'' organized in the 
United States for profit, even though the subsidiary companies oper- 
ate exclusively in foreign countries. "^ 

In answer to your reference to the cases pubUshed in T. D. 2418, 
especially the case of the United States v, Nipissing Mines Co., your 
attention is directed to the first paragraph of that Treasury decision, 
stating that the court decisions in cases arising imder the corporation- 
tax act would be followed under the present act only in so far as they 
are final or have been acquiesced in by the department. 

''Holding companies'' will be required to file returns on Form 707, 
the same as other corporations, and will be held strictly liable to the 
penalties imposed for failure to make such returns within the time 
prescribed by law. 

Respectfully, ' W. H. Osbobn, 

Commissioner of IrUemal Revenue. 

Mr. . 



(T. D. 2430.) 

Formvla for specie! denoitura^^ 

Treasubt Department, 
Office of Commissioner of Internal Revenue, 

WasTdngtonf D. C.j Janv/ary S, 1917. 
To collectors of internal revenue and others: 

The following formula, designated as No. 26, has been approved 
for the special denaturation of alcohol to be used exclusively in the 
manufacture of ethylaniline and diethylaniUne: 

To every 100 wine gaUoM of ethyl alcohol add 6 gallons of aniline oil.- 
The aniline oil is to contain not less than 95 per cent pure aniline (straw or reddish 
colored) of specific gravity of 1.026 at 15** C.~B. P. 181°. 

OflBcers are instructed to exercise great caution in recommending 
the granting of permits for the use of this denaturant, both as to the 
standing and the responsibiUty of the appUcant and the character 
of the premises described in the apphcation, and in every case the 
appUcation must be accompanied by blue print or drawing, the same 
to be duly sworn to, and a detailed description of the process. 

W. H. OSBORN, 

Commissioner of Internal Revenue, 
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(T. D. 2431.) 
Instructions relative to the construction of distillery wareTumset. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasMngtoUy D, C, January 9, 1917. 
To collectors, revenue agents, and others: 

Upon the suggestions of a committee composed of internal-revenue 
collectors and revenue agents, in order better to secure the safety 
of spirits stored in distillery warehouses, the following regulations 
are hereby prescribed : 

A room or building to be approved for the storage of distilled 
spirits shall be of substantial wood, brick, concrete, or other material, 
and shall be so constructed as to render it impossible to be entered in 
the absence of the storekeeper without such violence as to render the 
entry easy of detection. Slat warehouses or warehouses constructed 
of thin or flimsy wooden sheathing will not be approved. A ware- 
house must have a suitable floor of wood, concrete, or brick, proper 
Ughting facihties, and no more doors than are necessary in the 
proper and convenient conduct of the distiller's business. The doors 
and other openings must lead into the pubUc street or into the dis- 
tillery yard. 

All distillery warehouses hereafter constructed shall be erected 
upon stone, brick, or concrete foundations extending into the ground, 
but, if heretofore erected upon pillars or posts, the entire substructure 
shall be iron clad or boxed in from the groimd to the bottom of the 
first floor, so as to prevent entrance imder the warehouses. Iron- 
grated or iron-barred openings for ventilation or heating will be 
allowed in foimdation walls and floors. 

All doors must be of substantial construction, of heavy timber or 
iron or other substantial material. The hasp and staple or bolt to 
which the Government lock is affixed must be securely fastened on 
the inside. AJl doors but the one bearing the Government seal lock 
must be securely barred inside, and for this purpose a crossbar must 
be provided, placed in the middle of tlie door and so secured that it 
can not be turned from the outside. Strong and suitable attach- 
ments must be provided inside the warehouse for Government locks 
(not seal locks) in addition to the crossbars. Such locks will be 
affixed and the keys will remain in" the possession of the storekeeper 
or storekeeper-ganger in charge. In addition, where there are double 
doors, one of them, at least, must be provided in the middle with 
substantial bolts at both the top and the bottom. These bolts must 
be arranged so as to plimge into substantial fastenings or holes in 
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the frame of the door. The hinges to the doors and shutters must 
be secured by round-headed or carriage bolts, to be nutted and 
riveted or battered. Hinges that can not be thus riveted should be 
so' attached that they can not be removed when the doors or windows 
are closed, rendering them inaccessible from the outside. 

The windows on the first floor and basement floor, if within 10 feet 
of the groimd or an adjacent roof, must be secured by iron bars and 
shutters substantially constructed of iron or wood, or, in the place of 
solid shutters, the windows may be of small ^approximately 12 by 18 
inches) wire-glass panes or wire reinforcisd glass in metal sash. All 
windows which are inaccessible without the use of ladders or other 
mechanical appliances are not required to be secured by bars or 
shutters. Where iron bars are required, which have not been pro- 
vided, they and all such as are hereafter to be installed must be placed 
perpendicularly in the windows and the bars must not be tess than 
three-fourths of an inch in diameter and be placed not more than 5 
inches apart and be reinforced by crossbars not less than 36 inches 
apart. These bars or gratings must be so fastened to the window 
frames or embedded in the walls as to afford proper security. The 
shutters must be fastened inside and be so secured that they can not 
be opened from the outside and all window sashes must be provided 
with sash locks or other suitable fastenings. SkyUghts will be 
regarded as windows and treated as such in the construction of 
warehouses, and must be protected by suitable iron bars. 

The application made by the distiller for the approval of a ware- 
house must accurately describe in every detail its construction and 
the method of securing the doors and windows so as to show that all 
of the foregoing and other requirements have been observed, the 
same to be verified by the collector's certificate of examination. 

All warehouses heretofore constructed must be made, so far as 
practicable and as soon as possible, to conform to these requirements, 
and those hereafter constructed must be in conformity herewith. 

Obviously there may be details and methods of construction not 
covered hereby, but in any departure from the methods prescribed 
the same security and protection to the spirits in warehouse must be 
aflForded, and where any doubt prevails in regard thereto the matter 
should be referred to the Commissioner of Internal Revenue. 

Any regulations or instructions inconsistent herewith are hereby 
rescinded. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D. 2432,) 

Whisky bottled in bond. 

OTerproof not exceeding 101° not regarded as cause for detention of whiBlcy bottled 

in bond 

Tbeasuby Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. G., January 6, 1917. 
Sir: This office is in receipt of your letters of December 26, 28, 
and 30, 1916, inclosing communications from several distillers in 
your district relative to whisky bottled in bond, the proof of which 
when foimd on the market exceeds 100^* 

You are advised that when whisky bottled in bond is found on the 
market the actual proof of which does not exceed 101°, this office 
will not regard such overproof as cause for detention of the spirits. 

When the proof of spirits bottled in bond is found on the market 
to be over 100.3® the facts should be reported to this office, in order 
that when deemed necessary an investigation may be made of the 
bottling warehouse where the spirits were bottled. 

Respectfully, W. H. Osborn, 

Commissioner of Internal Revenue. 
Collector of Internal Revenue, 

Lexington, Ky. 



(T. D. 2433.) 
Corporation income tax. 

Corporations keeping books in accordance with standard systems of accounting or in 
conformity with the requirements of some Federal, State, or municipal authority 
having* supervision over such corporations, may make their returns on the basis 
on which their books are kept, provided the books so kept and the returns so made 
reflect the true net income of the corporations for each year. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, January 8, 1917. 
To collectors of internal revenue: 

Subparagraph (d) of section 13 of Title I of the act of September 
8, 1916, provides that — 

A corporation, joint stock company or association, or insurance company, keeping 
accounts upon any basis other than that of actual receipts and disbursements, unless 
such other basis does not clearly reflect its income, may, subject to regulations made 
by the Commissioner of Internal Revenue with the approval of the Secretary of the 
Treasury, make its returns upon the basis upon which its accounts are kept, in which 
case the tax shall be computed upon its income as so returned. 

Under this provision it will be permissible for corporations which 
accrue on tlieir books monthly or at other stated periods amounts 
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sufficient to meet fixed annual or other charges to deduct from their 
gross income the amounts so accrued, provided such accruals approxi- 
mate as nearly ae possible the actual liabilities for which the accruals 
are made, and provided that in cases wherein deductions are made 
on the accrual basis as hereinbefore indicated income from fixed and 
determinable sources accruing to the corporations must be returned, 
for the purpose of the tax, on the same basis. 

In cases wherein, pursuant to the consistent practice of accounting 
of the corporation, or pursuant to the requirements of some Federal, 
State, or mimicipal supervising authority, corporations set up and 
maintain reserves to meet Uabilities, the amount of which and the 
date of payment or maturity of which is not definitely determined or 
determinable at the time the habihty is incurred, it will be permissible 
for the corporations to deduct from their gross income the amounts 
credited to such reserves each year, provided that the amounts 
deductible on account of the reserves shall approximate as nearly as 
can be determined the actual amounts which experience has demon- 
strated would be necessary to discharge the Uabilities inciured during 
the year and for the payment of which additions to the reserves were 
made; and provided, if it shall be found that the amoimt credited to 
any such reserve is in excess of the reasonable or* probable needs of 
the corporation to meet and discharge the Uabilities for which the 
reserve is credited, the excess of such reserve over and above the 
reasonable or probable needs for the purpose indicated shall be at 
once disaUowed as a deduction and restored to income for the pur- 
pose of the tax; and provided further, that in no event wiU sinking 
funds or other reserves set up to meet additions, betterments, or 
other capital obUgations constitute aUowable deductions from gross 
income. 

This ruling contemplates that the income and authorized deduc- 
tions shaU be computed and accounted for on the same basis and 
that the same practice shaU be consistently foUowed year after year. 
Amounts paid in discharge of any Uability or obligation for which 
a reserve has been set up, as hereinbefore outUned, wiU, when paid, 
be charged to the reserve created to meet it in so far as such reserve 
is sufficient to meet the UabiUty, provided always that the UabiUty 
is of a character which constitutes an aUowable deduction within the 
meaning of the law. 

If upon investigation it shaU be found that returns made upon the 
basis of accruals and reserves do not reflect the true net income, the 
corporation so f aiUng in this way to return the true net income will 
not thereafter be permitted to make its returns upon any basis other 
than that of actual receipts and disbursements. 

The reserves contemplated by the foregoing ruUng are those reserves 
only which are set up to meet some actual UabiUty incurred, the 
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amount necessary to discharge which can not at the time be defi- 
nitely determined, and do not contemplate reserves to meet losses 
contingent upon shrinkage in values, losses from bad debts, capital 
investments, etc., which losses are deductible only when definitely 
determined as the result of a closed or completed transaction and 
are chained off. 

W. H. OSBOBN, 

Commissioner of Internal Revenue, 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2434.) 

Denaturants. 

Pure chemical salts submitted as denaturants not to be analyzed. 

Tbeasuby Department, 
Office of Commissioneb of Intebnal Revenue, 

Washington, D. C, January 18, 1917. 
To collectors of internal revenue and others concerned: 

You are informed that in all cases where a chemically or conmier- 
cially pure or a U. S. P. salt or soUd is used as a denaturing material; 
the same need not be submitted for test, provided the material is 
delivered to the storekeeper-ganger in charge in a sealed package, 
bearing seal and label descriptive of its contents, placed thereon by 
a reputable manufacturer of chemicals. 

You are requested to issue proper instructions to the officers in 
your district. 

W. H. Osbobn, 
Commissioner: of Internal Revenue. 



(T. D. 243S.) 

# Distilled spirits in bonded warehouses. 

Modifying T. D. 2409 of December 9, 1916, regarding excessive loss of bonded spirits. 

Tbeasuby Depabtment, 
Office of Commissioneb of Intebnal Revenue, 

Washington, D. C, January 11, 1917. 
Sm: This office is in receipt of your letter of the 21st ultimo, rela- 
tive to T. D. 2409, on the subject of excessive losses of distilled 
spirits in bonded warehouses, and calling attention to the conditions 
named in the fourth paragraph of the decision imder which packages 
showing excessive loss may remain in warehouse until the spirits 
contained therein are eligible for bottling in bond. 
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Replying, you are infonned that the paragraph, so far as it limits 
the excessive los3 in such cases, should read: 

Packages showing a loas exceeding 50 per cent over the maximnin statutory allow- 
ance hut not exceeding 3 proof gallons * * * may he permitted to remain in 
warehouse until the spirits therein contained are eligihle for hottling in hond * * ♦. 

You will please so notify the various distillers to whom you have 
sent copies of the decision referred to. 

Respectfully, W. H. Osbobn, 

Commisdoner of Internal Revenue. 
Collector Fifth District, Louisville, Ky. 



(T. D. 2436.) 



Corporation excise tax — Act of Aug. 5, 1909 — Decision of United States 

Supreme Court. 

1. Doing Business. 

The definition of the term ''doing business" which has been judicially approved 
is that which occupies the time, attention, and labor of men for the purpose of a 
livelihood or profit. A fair test to be derived from consideration of the Supreme 
Court decision is that a corporation which has reduced its activities ot the owning 
and holding of property and the disposition of its avails and doing only the acts 
necessary to continue that status Is not *' doing business,'' and one which is still 
active and maintaining its organization for the purpose of continued efforts for 
profit and gain and such activities as are essential to those purposes is regarded as 
"doing business.'' The activities of the corporation in question constituted doing 
of and engaging in business under the decision of the court. The corporation-tax 
act required no particular amount of business in order to bring a company within 
its terms. 

2. MiNiNO Leases. 

The theory that the leases were mere conveyances of the ore in place is not sus- 
tained. 

3. Inoome. 

Moneys received by the corporation in payment for iron ore under the contracts 
made as so-called royalties amount to income so as to bring such payments within 
the scope of the corporation-tax act. 

4. Depreciation. 

No allowance sh6uid be made for depreciation on account of the depletions of the 
property by removing the ores from the mines in question. Cont^ess used the 
expression "depreciation of property" in its ordinary and usual sense as understood 
by business men. The value of the mine is lessened from the partial exhaustion of 
the property, but such exhaustion of the body of the ore can not be deemed depreci- 
ation. 

5. CAPrrAL Assets. 

The question of allowance because of sales of stumpage, lots, and lands belonging 
to the company as an exhaustion of its capital assets is not involved in this decision. 

6. Reversal of the Judgments in the Lower Cou;rt. 

The decisions of the United States District Court (207 Fed., 423) and the Circuit 
Court of Appeals (219 Fed., 31) reversed and cases remanded to the District Court for 
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further proceedings upon claim of right to deduct the value of the lands, lots, and 
stumpage sold from the assessments made» if any is sought. 

Teeasuey Depabtment, 
Office of Commissioner of Intebnal Revenue, 

WaahingUm, D. C, January 19, 1917. 
The appended decision of the Supreme Court of the United States 
in the cases of Fred Von Baumbach, collector of internal revenue, 
petitioner, v. Sargent Land Co., Same v. Sutton Land Co., and Same 
t\ Kearsarge Land Co., is published for the information of internal- 
revenue officers and others concerned. 

W. H. OSBOBN, 

. Commissioner of Internal Revenue. 



Supreme Coubt of the United States: Nos. 286, 287, and 288. Octobbb 

Term, 1916. 

Fred Von Baumbach, collector of internal revenue, petitioner, v. Sargent Land Co., Sanu 
V. Sutton Land Co., and Same v. Kearsarge Land Go. 
WBIT8 of certionri to the United States Circuit Court of Appeals for the Eighth Circuit. 
[January 15, 1917.] 

Mr. Justice Bat delivered the opinion of the court: 

^ese three cases were aigued and submitted together and involve practically the 
same facts. Suits were brought by the corporations named in the United States 
District Court for the District of Miimespta against the collector of internal revenue to 
recover certain taxes, paid under protest, assessed under the corporation-tax law of 
1909 (36 Stat., 11, 112) for the years 1909, 1910, and 1911. The judgments in the 
District Court were for the respondents (207 Fed., 423), which judgments were affirmed 
in the Circuit Court of Appeals (219 Fed., 31). 

In 1890, John S. HUsbury, Geoige A. Pillsbury, and Charles A. Pillsbury, doing 
business together as John S. Pillsbury & Co., were the owners of large tracts of lands 
in northern Minnesota, which had been acquired for the timber and from which the 
timber had been cut, b.eing valuable after such severance of the timber for the mineral 
deposits contained therein. In the year named the Fillsburys entered into an arrange- 
ment with John M. Longyear and Russell M. Bennett authorizing the latter two to 
explore the lands for iron deposits. In 1892 Longyear and 3ennett having discovered 
valuable deposits of iron ore a half interest in something over 10,000 acres of the lands 
was conveyed to them,^ the lands thereafter being owned by the PiUsburys (John, 
Geoige, and Charles), each an. luidivided sixth, and John M. Longyear and Hussell 
M. Bennett each an undivided fourth. In the year 1901 the Fillsburys having died, 
these corporations were formed under the laws of Minnesota. In 1906 the ownership 
of these leased lands was vested in the three corporations named as respondents in the 
proceedings. As originally organized, the nature of the business was stated to be 
"the buying, owning, exploring and developing, leasing, improving, selling, and 
dealing in lands, tenements and hereditaments, and the doing of all things incidental 
to the things above specified. '' In December, 1909, the articles of incorporation were 
amended to read as follows: 

The general purpose of the corporation is to unite in one ownership the undivided 
fractional interests of its various stockholders in lands, tenements, and hereditaments; 
and to own such property, and, for the convenience of its stockholders, to receive 
and distribute to tnem the proceeds of any disposition of such property, at such times, 
in such amounts, and in such manner as the board of directors may determine. 
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All of the mining leases hereinafter mentioned, with the exception of » contract 
with the Van Buren Miniiig Co., were executed before the organization of the cor- 
porations. Each of these instruments provided that the owners of the property 
demised to the lessees, exclusively, all the lands covered by the descriptions for the 
purpose of exploring for, mining, and removing the merchantable iron ore which 
might be found therein for and during the period named, usually 50 years. The 
lessees were given exclusive right to occupy and control the demised premises and 
to erect all necessary buildings, structures, and improvements thereoA. Eight was 
reserved to the lessors to enter for the purpose of measuring the amount of ore mined 
and removed and making observations of the operations in the mines. The lessees 
agreed to pay, in most cases, 25 cents per ton for all ore mined and removed, and 
to make such payments monthly for ore mined and shipped during the preceding 
month. The lessees agreed to mine and ship a specified quantity of ore in each year, 
and, in default of this, to pay the lessors for the mipimum amount specified, and 
take credit therefor and apply such sums upon ore mined and shipped thereafter in 
excess of such minimum. The lessees were to pay the taxes and to keep the property 
free from encumbrances and liens. Eight was reserved to terminate the contract 
upon the failure of the lessees to comply with the terms thereof. 

The form of the leases is shown in Exhibits 15 and 16, which were not in the printed 
record owing to their length, but copies of which, pursuant to stipulation, have been 
sent to this court. - An examination of Exhibit 16 shows that the lessees had the 
right to terminate and surrender the lease by giving the lessors, or those having their 
estate in the premises, 60 days' written notice, and executing sufficient convey- 
ances releasing all interest and right of the lessees in the premises i^th any improve- 
ments thereon, and surrendering the same in good order and condition, etc., and 
that thereupon all liability of the lessees to taxes subsequently assessed on the demised 
premises or for rent thereof thereafter to accrue, or royalty on ores therefrom except 
on account of ores removed, should cease and determine; the lessees to be liable for 
all ores removed from the premises not theretofore paid for^^-and to pay for the prem- 
ises rent or royalty for the year in which termination should be made, or the portion 
thereof which should have expired, at the rate of $12,500 per annum. 

Since their organization the corporations have disposed of certain lands and have 
also disposed of the stumpage on some timber lands. Certain parcels were rented 
and leased, and a village was allowed to use part of the land for schoolhouse purposes, 
as well as another part for a public park. 

To insure the proper carrying on of the mining operations, the companies employed 
another corporation, engaged In engineering and inspection of ore properties, to pro- 
vide supervision and inspection of the work upon the respondents' properties, for 
which the inspecting company was paid from month to month, as statements were 
rendered. 

The companies were assessed upon their gross income, being the entire receipts 
of the (companies from royalties on the leases collected in the years 1909, 1910, and 
1911, and some sums received from the sales of lots, lands, and stumpage, from which 
expenses and taxes were deducted, but no deduction was made upon account of 
the depletion of the ore in the properties, or on account of such sales. 

The brief for the respondents states that these cases present for consideration four 
questions, which are: 



\ 
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Are the respondents corporations organized for i>rofit? 

Were the respondents carrying on or doing business during the years 1909, 1910, 
1911? 

(3) Were moneys received by the respondents during those years in payment for 
iron ore, under the contracts covering their mineral lands, gross income, or did they 
represent^ in whole or in part, the conversion of the investment of the corporations 
from ore into money? 

(4) II such moneys were gross income, are the respondents entitled to make any 
deauction therefrom on account of the depletion of their capital investment? 
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As to the first question, whether these corporations were organized for profit, there 
can be no difficulty. They certainly do not come within the exceptional chai^ter 
of i.'haritable or eleemosynary organizations excepted from the operation of the act. 
We need not dwell upon the obvious purpose of these corporations, organized under the 
provisions of the Minnesota statute c<Miceming companies organized for profit, to pursue 
gain and to profit because of their operations. 

As to the second question, Were the respondents carrying on business within the 
meaning of the corporation-tax act? This question was dealt with by this court in 
the first of the corporation-tax cases, Flint v. Stone Tracy Company (220 U. S., 107). 
As the tax was there held to be assessed upon the privilege of doing business in a cor- 
porate capacity, it became necessary to inquire what it was to do business, and this 
court adopted with approval the definition, judicially approved in other cases, which 
included within the comprehensive term "business" "that which occupies the time, 
attention, and labor of men for the purpose of a livelihood or profit." 

In that case a number of realty and mining companies were dealt with, and the 
Park Realty Co., organized to deal in real estate, and engaged at the time in the 
management and leasing of a certain hotel, was held to be engaged in business. It 
was also held that the Clark Iron Co., organized under the laws of Minnesota, and 
owning and leasing ore lands for the purpose of carrying on mining operations and 
' receiving a royalty depending upon the quantity of ore mined, was engaged in business. 

At the i^ame time, and decided ?rith the main corporation tax case, this court held 
in the case of Zonne v. Minneapolis Syndicate (220 U. S., 187) that a corporation 
which owned a piece of real estate which had been leased for 130 years, at an annual 
rental oi $61,000, and which had amended its articles of incorporation so as to limit 
its purposes to holding the title to the property mentioned, and, for the convenience 
of its stockholders, to receiving and distributing from time to time the rentals that 
accrued under the lease and the proceeds of any disposition of the land, was not 
engaged in doing business within the meaning of the act, by reason of the fact that 
the corporation had practically gone out of business and had disqualified itself from 
any activity in respect thereto. 

The act next came before this court in the case of McCoach, collector, v. Minehill 
Railway Co. (228 U. S., 295), in which it was held, distinguishing the case of 
the Park Realty Co., supra, and applying the case of Zonne v. Minneapolis Syndicate, 
supra, to the facts before the court, that a corporation which had leased all its prop- 
erty to another, and was doing only what was necessary to receive and distribute the 
income therefrom among stockholders, was not doing business within the meaning of 
the act. 

In United States v. Emery (237 U. S., 28) this court held that a corporation which 
merely kept up its organization, distributing rent received from a single lessee, was 
not doing business within the meaning of the act. 

It is evident, from what this court has said in dealing with the former cases, that 
the decision in each instance must depend upon the particular facts before the court. 

The fair test to be derived from a consideratidn of all of them is between a corpora- 
tion which has reduced its activities to the owning and holding of property and the 
distribution of its avails, and doing only the acts necessary to continue that status, 
and one which is s^ill active and is maintaining its organization for the purpose of 
continued efforts in the pursuit of profit and gain and such activities as are essential 
to those purposes. 

From the facts clearly established in these cases, we think these corporations were 
doing business, within the meaning of the act. They were organized for the purposes 
stated, and their activities included something more than the mere holding of property 
and the distribution of the receipts thereof. As was found by the District Court, the 
evidence shows that these three companies sold, during each of the years named, 
quantities of real estate, and the same were not small. They sold stumpage from some 
of the properties which had been burned over, leased certain properties in the village 
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of Hibbingi and granted leases to squatters. One of the companies made explorations 
and Incurred expenses in the matter of test pits. They employed another company 
to see that the mining operations were properly carried on, and that the lessees lived 
up to the engagements of their contracts. "All these things indicate/' said the 
learned district judge, ''the doing of and engaging in business. It [the corporation] 
was doing the business of handling a laige property, selling lots, and seeing that the 
lessees lived up to their contracts. If that is not engaging in business, I do not know 
what is.'' We agree that it certainly was doing business, and, as the corporation-tax 
act requires no particular amount of business in order to bring a company within its 
terms, we think these activities brought the corporations in question within that line 
of decisions in this court which have held such corporations were doing business in a 
corporate capacity within the meaning of the law. 

Next, is it true, as contended by the Government, that the payments for ore mined, 
under the contracts covering the mineral lands, are income within the meaning 
of the act, or do they represent the conversion of the investment of the corporations 
from ore into money? 

The nature of these mining leases has been the subject of some difference of opinion 
in the courts. The Circuit Court of Appeals in this case took tlie view announced in 
some of the earlier cases, notably in Pennsylvania, that the leases were such in name 
only, and were in fact conveyances of the ore in place as part of the realty, and that 
the so-called royalties merely represented payments for so much of the land and 
were in no just sense income, but mere conversions of the capital. 

These lands are situated in Minnesota, and this character of lease has long been 
fiuhiliar in that State, as a means of securing the development and operation of mining 
properties. Some years before the passage of the corporation-tax act, the Supreme 
Court of Minnesota had dealt with the character of such instruments. In the case of 
State V. Evans (99 Minn., 220) that court, after a review of the English and American 
cases, said (p. 227): 

The propriety of a lease for the purpose of developing and working mines is recog- 
nized by all of the cases, and the rule established by the great weight of authority 
that such leases do not constitute a sale of any part of the land, and, further, that 
iron or other materials derived from the usual operation of open mines or quarries, 
constitute thejents and profits of the land, and belong to the tenant for life or years, 
and to the mortgagor after sale on foreclosure, and before the expiration of the time 
for redemption. The rule, however, has no application to unopened mines in the 
absence of a contract, express or implied, for opening and leasing them. 

The same doctrine was held in Boeing v. Owsley (122 Minn., 190), and in the late 
case of State v. Royal Mineral Association (156 Northwestern Reporter, 128), in which 
the decision of the Circuit Court of Appeals in this case, that such leasee were merely 
conveyances of the ore in place, was brought to the attention of the court, and that 
conclusion expressly denied, the Supreme Court of Minnesota saying: 

We adhere to the doctrine of the Evans and Boeing cases, and hold these instru- 
•ments leases. It follows logically that the amounts stipulated to be paid by the lessees 
are rents, and they were expressly held by this court to be rents in the Boeing case, 
supra, a case which involved a construction of the very leases now before the court. 
They are **the compensation which the occupier pays the landlord for that soecies of 
occupation which the contract between them allows." Lord Dennison, in Queen v. 
Westbrook (10 Q. B., 178, 205). 

These conclusions of the Supreme Court of Minnesota are not only made concerning 
contracts in that State, such as are here involved, biit are supported by many authori- 
ties.^ Ordinarily, and as between private parties, there is no question of the diity 
. of the Federal court to follow these decisions of the Minnesota Supreme Court as a 

iRaynolds v, Hanna (55 Fed., 783, 800, 801); Tennessee Oil, etc, Ck>., v. Brown (131 Fed., 606, 700), 
opinJan by Lorton, J.; Browning v. BosweU (215 Fed., 826, 834); Backer v. Penn Lubricating Co. (182 
Fed., 6^); Young v. Ellis (91 Va., 207); Gartside v. Outley (58 III., 210); Genet v. Delaware Co. (136 N. 
Y., 602); Lacy v. Newoomb (94 Iowa, 287); Austin v. Huntsville Co. (72 Mo., 585); Brown v. Fowler (66 
O. S., 507 ^521); Queen v. Westbrook (10 Q. 6.. 178, 205). 
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rule of real property long established by State decisions. Kuhn v, Fairmont Coal Go. 
(215 U. S., 349, 360). Whether in considering this Federal statute we should be 
constrained to follow the established law of the State, as is contended by the Govern- 
ment, we do not need to determine. The decisive question in this case is whether 
the payments made as so-called royalties amount to income, so as to bring such pay- 
ments within the scope of the corporation tax act of 1909. The prior decisions of this 
court in Stratton's Independence v. Howbert (231 U. S., 399) and Stanton v. Baltic 
Mining Co. (240 U. S., 103), in which the Stratton case was followed and approved, 
are decisive of this question. In the Stratton case certain questions were certified 
to this court from the Circuit Court of Appeals for the Eighth Circuit. The case wa» 
tried upon an agreed statement of facts, from which it appeared — 

As to the year 1909, that the company extracted from its lands during the year 
certain ores bearing gold and other precious metals, which were sold by it for sums 
largely in excess of the cost of mining, extracting, and marketing the same; that the 
gross sales amounted to $284, 682. 8d; the cost of extracting, mining, and marketing 
amounted to $190,939.42; and "the value of said ores so extracted in the year 1909, 
when in place in said mine and before extraction thereof, was $93,743.43." With 
respect to the operations of the company for the year 1910 the agreed facts were prac- 
tically the same, except as to dates and amounts. It does not appear that the so-called 
** value of the ore in place," or any other sum, was actually charged off upon the 
books of the company as depreciation. 

The Circuit Court of Appeals certified three questions to this court: 

(1) Does section 38 of the act of Congress entitled "An act to provide revenue, 
equalize duties, and encourage the industries of the United States, and for other 
purposes," approved August 5, 1909 (36 Stat., p. 11), apply to mining corporations? 

(2) Are the proceeds of ores mined by a corporation from its own premises Income 
within the meaning of the aforementioned act of Congress? 

(3) If the process from ore sales are to be treated as income, is such a corporation 
entitled to deduct the value of such ore in place and before it is mined aa deprecia- 
tion within the meaning of section 38 of saia act of Congress? 

This court answered the first and second questions certified in the affirmative and 
the third question in the negative. In that case, as here, it was contended that the 
proceeds of the mining operations resulting from a conversion of the capital repre- 
sented by real estate into capital represented by cash are in no true sense income. 
As to this -contention this court said : 

The peculiar character of mininc; property is sufficiently obvious. Prior to de- 
velopment it may present to the naxed eye a mere tract of land with barren surface, 
and of no practical value except for what may be found beneath. Then follow excava- 
tion, discovery, development, extraction of ores, resulting eventually, if the process 
be thorough, m the complete exhaustion of the mineral contents so far as they are 
worth removing. Theoretically, and according to the ai^ument, the entire value of 
the mine, as ultimately developed, existed from the beginning. Practically, how- 
ever, and from the commercial standpoint, the value — that is, the exchangeable or 
market value— depends upon different considerations. Beginning from little, when 
the existence, character, and extent of the ore deposits are problematical, it may in- 
crease steadily or rapidly jbo long as discovery and development outrun depletion, and 
the wiping out of the value by the practical exhaustion of the mine may be deferred 
for a long term of years. While not ignoring the importance of such considerations, 
we do not think they afford the sole test for determimng the legislative intent. 

This court held that it was not correct to say that a mining corporation was not en- 
gaged in business, but was merely occupied in converting its capital assets from one 
form to another, and that while a sale outright of a mining property might be fafrly 
described as a conversion of the capital from land into money, the process of mining 
is, in a sense, equivalent to a manufacturing process, and however the operation shall 
be described, the transaction is indubitably "business" within the meaning of the act 
of 1909, and the gains derived from it are properly the income from business, derived 
from capital, from labor, or from both combined. Further — 

As to the alleged inequality of operation between mining corporations and others, 
it is of course true that the revenues derived from the working of mines result to some 
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extent in the exhaustion of the capital. But the same is true of the earnings of the 
human brain and hand when unaided by capital, ^et such earnings are commonly 
dealt with in legislation as income. So it may be said of many manufacturing corpo- 
rations that are clearly subject to the act of 1909, especially of those that have to do 
with the production of patented articles; although it may be foretold from ihe be- 
ginning that the manufacture will be profitable only for a limited time, at the end of 
which the capital value of the plant must be subject to material depletion, the annual 
gains of such corporations are certainly to be taken as income for the purpose of meas- 
uring the amount of the tax. 

It is contended that this case is inapplicable, because the facts disclose that the 
ores were being mined by a corporation upon its own premises. In our view, this 
makes no difference in the application of the principles upon wjiich the case was 
decided. We think that the payments made by the lessees to the corporations now 
before the court were not in substance the proceeds of an outright sale of a mining 
property, but, in view of the terms of these instruments, were in fact rents or royalties 
to be paid upon entering into the premises and discovering, developing, and removing 
the mineral resources thereof, and as such must be held now, as then, to come fairly 
within the term * ' income ' * as intended to be reached and taxed under the terms of the 
corporation-tax act. 

In Stanton v, Baltic Mining Co., supra, the income-tax law of 1913 was before the 
court, and it was contended that the clause in that act limiting the mines to a maxi- 
mum depreciation allowance of 5 per cent of their annual gross receipts or output 
of ore deposits was unconstitutional, or, if that provision was inseparable from the 
rest of the act, the entire income-tax law, as applied to mining companies, was un- 
constitutional. Replying to the ai^ument advanced by the mining company in that 
case, this court said that it rested upon the wholly fallacious assumption that, looked 
at from the point of view of substance, a tax on the product of a mine was necessarily 
a tax upon the property because of its ownership, unless adequate allowance be made 
for the exhaustion of the ore body resulting from the working of the mine ; and, further— 

We say wholly fallacious assumption because independently of the effect of the 
operation of the sixteenth amendment it was settled m Stratton's Independence v. 
Howbert (231 U. S., 399) that such a tax is not a tax upon property as such because 
of its ownership, but a true excise levied on the results of the business of carrying on 
mining operations. 

We think it results from the principles announced in these decisions that in such 
cases as are now under consideration, the corporation being within the meaning of 
the act organized for profit and doing business, it is subject to the tax upon its income 
derived from the royalties under these leases. 

This brings us to the fourth and last question in the case, as to whether allowance 
should be made for depreciation on account of the depletion of the property by remov- 
ing the ores from the mines in question. 

The contention of respondents in this behalf is that, if the court shall find that the 
moneys receivec} by them under their mining contracts can be deemed gross income, 
in whole or in part, they are entitled to deduct therefrom, as a reasonable allowance 
for depreciation, the full amount of the money so received, for the reason that they 
represent a mere transmutation of capital assets, being, in legal effect, the selling 
price of their rights in the mineral deposits on or before January 1, 1909, and which, 
by virtue of the mining contracts then outstanding, had been previously sold for the 
exact amounts of such receipts. 

The statement of facts in the case of Stratton's Independence, supra, as the court 
states on pages 418 and 419, developed from the certificate, was: 

From that certificate it appears that the case was submitted to the trial court and a 
verdict directed upon an agreed statement of facts, and in that statement the groaa 
proceeds of the sale of the ores during the year were diminished by the moneys ex- 
pended in extracting, mining, and marketing the ores, and the precise difference 
was taken to be the value of me ores when in place in the mine. 
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It is clear that a definition of the ' 'value of the ore in place " has been intentionally 
adopted that excludes all allowance of profit upon the process of mining, and attrib- 
utes the entire profit upon the mining operations to the mine itself. In short, the 
parties propose to estimate the depreciation of the mining property attributable to 
the extraction of ores according to principles that would be applicable if the ores had 
been removed by a trespasser. 

It is true that in the case of Stratton's Independence, supra, the decision upon the 
question of depreciation was predicated upon the facts stated in the certificate pre- 
sented to the court, and it was said, at page 422: 

It would, therefore, be improper for us at this time to enter into the question whether 
the clause "a reasonable allowance for depreciation of property, if any," calls for an 
allowance on that account in making up the tax, where no depreciation is charged in 
practical bookkeeping; or the question whether depreciation, when allowable, may 
properly be based upon the depletion of the ore suppl}^ estimated otherwise than in 
the mode shown by the a^eed statement of facts hereiil; for to do this would be to 
attribute a different meaning to the term ''value of the ore in place '' than the parties 
have put upon it, and to instruct the Circuit Court of Appeals respecting a question 
about whicn instruction has not been requested and concerning which it aoes not 
appear that any issue is depending before that court. 

It therefore follows that we have the question of depreciation in this case presented 
under somewhat different circumstances than were outlined in the opinion in the 
case of Stratton's Indcft)endence. 

The statute permits deduction of "all losses sustained within the year * * * in- 
eluding a reasonable allowance for depreciation of property. " What was here meant 
by "depreciation of property"? We think Congress used the expression in its ordi- 
nary and usual sense as understood by business men. It is common knowledge that 
business concerns usually keep a depreciation account, in which is charged off the an- 
nual losses for wear and tear, and obsolescence of structures, machinery, and personalty 
in use in the business. We do not think Congress intended to cover the necessary de- 
preciation of a mine by exhaustion of the ores in determining the income to be assessed 
under the statute by including such exhaustion within the allowance made for depre- 
ciation. It would be a strained use of the term depreciation to say that, where ore 
is taken from a mine in the operation of the property, depreciation, as generally under- 
stood in business circles, follows. True, the value of the mine is lessened from the 
partial exhaustion of the property, and owing to its peculiar character, can not be 
replaced. But in no accurate sense can such exhaustion of the body of the ore be 
deemed depreciation. It is equally true that there seems to be a hardship in taxing 
such receipts as income, without some deduction arising from the fact that the mining 
property is being continually reduced by the removal of the minerals. But such 
consideration will not justify this court in attributing to depreciation 9^ sense which 
we do not believe Congress intended to give to it in the act of 1909. 

It may be admitted that a fair argument arises from equitable considerations that, 
owing to the nature of mining property, an allowance in assessing taxes upon incolne 
should be made for the removal of the ore deposits from time to time. Congress recog- 
nized this fact in passing the income-tax section of the tariff act of 1913 (sec. 2, 38 
Stat., 166, 167) when it permitted "a reasonable allowance for the exhaustion, wear, 
and tear of property arising out of its use or employment in the business, not to exceed 
in the case of mines, 5 per cent of the gross value at the mine of the output for the year 
for -wjuch the computation is made" ; and in the income-tax law of September 8, 1916 
(1915-1916 Stat., 756, 769), a reasonable allowance is made in the cases of mines for 
depletion thereof, "not to exceed the market value in the mine of the product thereof 
which has been mined and sold during the year for which the return and computation 
are made." These provisions were not in the act of 1909, and, as we have said, we 
thinkthat Congress, in that act, used the term "depreciation " in its ordinary and usual 
significance. We therefore reach the conclusion that no allowance can be made of the 
choiacter contended for as an it^m of depreciation. 
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No contentifMi is made in the brief for an allowance because of sales of stumpage, 
lots, and lands belonging to the comx>anie8, as an exhaustion of the capital assets, and 
evidently the case was brought for the purpose of testing the right of the companies 
to deduct the royalties agreed to be paid to them upon the removal of the minerals 
from the lands from the sums for which they were severally assessed. 

For the reasons stated, we think the Circuit Court of Appeals and the District Court 
erred in the judgments rendered, and the same will be reversed and the cases remanded 
to the District Court for further proceedings, if any are sought, upon claim of right to 
deduct the value of the lands, lots, and stimipage sold from the assessments made. 

Judgments reversed. 

Mr. Justice McRetnolos took no part in the consideration and decision of these 
cases. 



(T. D. 2437.) 



Iristructions to revenue officers in regard to sTiipment of alcoholic liquors, 
section 240 of the Criminal Code. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. (7., January 19, 1917, 
To intemaTr-revenue a^enis and others concerned: 

Reports now being received covering shipments into ^^dry" terri- 
tory indicate that there is some misunderstanding relative to the 
duties of internal-revenue officers with respect to shipments in vio- 
lation of section 240 of the Criminal Code. 

The said section is not part of the United States internal-revenue 
laws, though it is closely akin in nature and purpose to section 3449, 
Revised Statutes, which is internal-revenue legislation. 

The two sections should be compared by revenue officers in order 
that the scope of each and the difference between them may be 
clearly distinguished. It will be seen that the shipment of alco- 
hoUc Uquors without any description whatever is not a violation of 
section 3449, it being necessary in order to come within the pro- 
visions of this section that alcohohc hquors shall be erroneously 
described. However, it is not necessary that the erroneous de- 
scription shall be on the packages or containers ; if it is in the bill of 
lading it is sufficient. Neither is it necessary that the shipment shall 
be to a point outside of the State, Territory, etc., where it originated. 

On the other hand, section 240 of the Criminal Code is not vio- 
lated unless the shipment is from one State, etc., to another, but it 
is not necessary that there shall be an erroneous description. A 
mere failure to show on the outside covering of a package the name 
of the consignee or the nature or quantity of the contents is sufficient, 
while an erroneous description in a bill of lading does not constitute 
a violation. Therefore a shipment of liquor as baggage, for in- 
stance, with no description whatever of the contents, is not in viola- 
tion of section 3449, and, unless the shipment is to another State or 
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Territory, etc., neither is there any violation of section 240 of the 
Criminal Code, although an interstate shipment of such character 
falls within the provisions of the latter section. 

It» will, of course, frequently happen that in seeking to discover 
violations of section 3449, Revised Statutes, some shipments will be 
found by.revenue officers involving violations of both that section 
and section 240 of the Criminal Code, and others where section 240 
of the Criminal Code only has been violated. 

Where a shipment is discovered by nternal-revenue officers 
involving violations of both sections seizure should be made, etc., 
in the same manner as though section 3449, Revised Statutes, only 
• was involved, but, of course, all the facts should be disclosed in any 
reports submitted either to this office, collectors of internal revenue, 
or United States attorneys. 

However, when a case is discovered involving only section 240 of 
the Criminal Code, revenue officers should distinguish between their 
functions as such on the one hand and as private citizens on the other. 
(See in this connection T. D. 1610.) It should be realized that sec- 
tion 240 of the Criminal Code falls not within the jurisdiction of the 
Internal-Revenue Service, but within that of the Department of. 
Justice and that it is the duty of the officers of such latter department, 
rather than that of revenue officers, to see that the said section is 
enforced. A revenue officer who attempts to perform the official 
functions of officers of the Department of Justiceexceeds his authority. 

It is not intended, of course, that revenue officers should ignore 
shipments involving violations of section 240 of the Criminal Code 
only, but they should act in regard thereto as citizens rather than in 
their capacity as revenue officers. It has been held that any person 
is authorized to make seizure where section 240 has been violated, 
and revenue officers should make detention accordingly. However, 
such cases should be immediately brought to the attention of the 
appropriate officers of the Department of Justice, who only have the 
right to officially adopt the seizures for the Government. 

Baggage will very seldom come within the purview of the internal- 
revenue laws, and investigations in regard thereto should not be 
originated by revenue officers except where affirmative evidence is 
received that such laws have actually in some manner been violated. 
In other cases, parties furnishing information relative to baggage 
or the information itself should be referred to the officers of the 
Department of Justice for necessfury action. 

There is no legal duty of revenue officers to report cases involving 
violation of section 240 of the Criminal Code only to this office or to 
collectors of internal revenue. Certainly reports of seizure on Form 
117 are quite out of order. If reports of such cases are made at all, 
they should only be for the purpose of furnishing general information 
7«551'— VOL ia-17 2 
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showing the activities of field officers^ etc. Such caaes should not 
be reported in expectation of action by this office or collectors. 

While it is by no means intended to discourage cooperation between 
officers of the various departments or to create a spirit of indifference 
among revenue officers with regard to matters pertaining to other 
departments of the Government, it is desired that internal-revenue 
officers will reaUze the necessity of the various laws and sections 
thereof being administered by the officers whose legal duty it is to 
do so, and that attempts by officers of one branch of the Government 
to perform the functions of others tend to produce friction and 

confusion. 

David A.Gates, 

Acting Commissioner of Internal Revenue. 



(T. D. 2438.) 

Assignment of storekeeper-ga/agers to distilleries, general and special 
bonded warehorises, etc. 

Teeasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, January 29, 1917. 
To collectors of internal revenue and others concerned: 

It has been brought to the attention of this office that a too fine 
division of duties imposed upon internal-revenue officers, such as 
^ storekeepers, storekeeper-gangers, etc., assigned to distilleries has 
resulted in limiting the work performed by said officers and for that 
reason an excessive number is frequently assigned to duty, whereas 
with a notice of assignment of a broader character it would appear 
that a less number of officers in many cases could easily perform all 
necessary services imder the direction of collectors. 

With a view to correcting this condition the Secretary of the Treas- 
ury will be requested to change the designations of all officers now 
in commission as storekeepers or as gangers to storekeeper-gangers. 
When this action is taken and new commissions are issued, collectors 
will be notified and the officers will be required to furnish bonds as 
storekeeper-gangers. In the event that any officers refuse to file new 
bonds report should be made to that effect. No officer who refuses 
to qualify by giving bond under the changed des^ation will be 
assigned to duty, and collectors will not recommend such assignments 
after opportunity has been afforded for such qualification. 

After the receipt hereof collectors will not recommend for assign- 
ment storekeeper-gangers appointed imder civil-service rule 2, sec- 
tion 3, Schedule A, and hereafter no more storekeeper-gangers will be 
appointed imder said rule. 

Hereafter officers will not be assigned in the separate capacity of 
either storekeeper or ganger, but each officer shall be assigned in the 
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dual capacity of storeJceeper-^auger only, and each officer will, under 
the direction of the collector, be required to perform the duties both 
of storekeeper and ganger. Where the quantity of spirits gauged by 
an officer averages more than 2,000 wine gallons a day during any 
month, the officer will be compensated the entire month at the appro- ' 
priate rate as a ganger; otherwise he, in common with all other officers 
assigned, will be paid a per diem compensation as storekeeper-ganger, 
at the rates herein stated. Compensation by fees and a per diem 
compensation will not be allowed any officer under the same assign- 
ment the sanie month. 

In recommending the compensation of such officers 6 gallons of 
ordinary commercial molasses will be regarded as the equivalent of 1 
bushel of grain. 

Where it is practicable by reason of contiguity for one storekeeper- 
ganger (not designated as a general storekeeper-ganger) to perform 
service at two distilleries the collector will so reconunend. His com- 
pensation in such case will be based upon the larger surveyed capacity 
of either distillery in operation or the aggregate spirits in the two 
warehouses wheit both distilleries are under suspension. 

Hereafter no particular kind of service, such as day, additional, 
night, or botthng, will be specified in the notice of assignment of 
storekeeper-gangers assigned in such dual capacity, and <5ollectors 
will therefore, imder such assignments, require officers of this class to 
perform any and all kinds of service that may be necessary at the 
distillery. 

Compensation by fees will be paid in the usual manner where store- 
keeper-gangers are to receive compensation for services as gaugers 
and the vouchers will be rendered on Form 150 as heretofore. 

One day's compensation will be allowed to storekeeper-gangers for 
night services performed up to 11 o'clock Saturday evening and from 
1 o'clock Monday morning. 

The per diem rates of compensation of storekeeper-gangers at dis- 
tilleries in operation will be as follows: 

Four dollars ($4) per day at distilleries having a surveyed capacity 
exceeding 60 bushels per day. 

Three dollars and fifty cents ($3.50) per day at distilleries having 
a surveyed capacity exceeding 40 bushels and not exceeding 60 
bushels per day. 

Three dollars ($3) per day at distilleries having a smveyed capacity 
not exceeding 40 bushels per day. 

The per diem rates of compensation of storekeeper-gangers at dis- 
tilleries under suspension will be as follows: 

Four dollars ($4) per day when the quantity of spirits in warehouse 
exceeds 100,000 wine gallons, provided the daily survey capacity of 
the distillery exceeds 60 bushels. 
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Three dollars ($3) per day when the quantity exceeds 5,000 wme 
gallons and does not exceed 100,000 wine gallons. 

When there are less than 5,000 wine gallons of spirits in the ware- 
house and it is not practicable to place the same in the hands of a 
general storekeeper-gauger, the compensation of the storekeeper- 
ganger assigned will be at the rate of $3 per day for such days only 
as he may be required to visit the warehouse for the purpose of mak- 
ing withdrawals of spirits, or for other necessary purposes. 

Storekeeper-gangers will be assigned to general and special bonded 
warehouses as heretofore. At such warehouses, in which the quan- 
tity of spirits exceeds 25,000 wine gallons, the compensation of the 
storekeeper-gauger assigned to each will be at the rate of $4 per day; 
when the quantity of spirits exceeds 5,000 wine gallons and does not 
exceed 25,000 wine gallons the compensation will be at the rate of 
$3 per day; and when the quantity of spirits is less than 5,000 wine 
gallons the compensation will be at the rate of $3 per day for such 
days only as his services are actually required. 

Storekeeper-gangers will be assigned to central denaturing bonded 
warehouses and the compensation for such services iHll be at the rate 
of either $3 or $4 per day, in the discretion of the Commissioner of 
Internal Revenue. 

Supervision over industrial distilleries may be by a deputy col- 
lector or a storekeeper-gauger, whichever may most economically 
and satisfactorily perform the service. The compensation of the 
storekeeper-gauger thus assigned will be either $3 or $4 per day, in 
the discretion of the Commissioner of Internal Revenue. 

Vouchers on Form 107 and Form 242 will be prepared as heretofore. 

Existing assignments will not be changed except as to storekeepers 
and as to gangers who give new bonds as storekeeper-gangers, and 
changes in compensation will be recommended where necessary. 
After receipt hereof, however, collectors will recommend all assign- 
ments in conformity herewith. 

Recommendations for assignments will be made, as heretofore, on 
Form 241, all data required therein being furnished, including wine 
gallons in warehouse, with the exception only that collectors must 
not specify in the case of storekeeper-gangers to be assigned in such 
dual capacity that the assignment is to be made in the separate 
capacity of storekeeper. 

In the coliunn provided on the Form 241 for indicating the charac- 
ter of service to be performed the collector will indicate as far as 
practicable the character of the work to be performed, but the duties 
of the officer under such assignment will not be confined to any par- 
ticular kind of service stated therein. 

The number of officers now employed at distillery warehouses is 
regarded as excessive and the cost consequently exorbitant, and it 
is expected that imder the broader assignments provided herein col- 
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lectors will endeavor to their utmost to reduce the number of officers 
at distilleries to the minimum, keeping the expenses for such services 
within reasonable bounds. Collectors will be held to a strict account- 
abilityin this respect, and field officers visiting distilleries will promptly 
report any excessive number of officers, with their recommendations 
in the premises. 

A notation will be made on the records of this office of the number 
of storekeeper-gangers under assignment to each distillery, and col- 
lectors will not increase the number thereof without first submitting 
the matter to this office for approval. 

All services of storekeeper-gangers in such dual capacity will be 
under the immediate supervision of the storekeeper-ganger in charge 
where more than one such officer is assigned and under the direction 
of the collector of the district. Collectors in arranging the duties of 
such officers will indicate to the officers which one is to be in charge. 

Collectors will so arrange the services of storekeeper-gangers as to 
avoid any partiality or favoritism, making such changes in the 
officers assigned to each distillery from time to time as will afford 
equal pecuniary opportunities, bearing constantly in mind the best 
interests of the Government and the qualifications of the officers for 
the services to be performed. 

Hereafter in emergencies deputy collectors are authorized to gauge 
and withdraw spirits without receiving temporary appointments as 
storekeeper-gangers when so directed by the Commissioner of Internal 
Revenue, but no additional compensation will be paid for suc^ 
services. 

The signatures of all officers assigned imder the provisions of this 
Treasury decision on stamps, forms, and documents of whatsoever 
kind or nature will be as storekeeper-gangers, except deputy collec- 
tors, who will sign as such. 

These regulations are apphcable to all officers, with the exception 
of storekeeper-gangers assigned in the separate capacity of gangers 
to bonded wineries to supervise the amelioration of wines, who will 
be assigned and compensated as provided by the act of September 8, 
1916, and T. D. 2380 of October 10, 1916. 

Officers commissioned as gaugers, but designated for special service 
imder section 3157, as amended, will be required to give new bonds 
and qualify as storekeeper-gangers under the provisions herein, but 
their designations will not be affected thereby, and they will be 
compensated as heretofore. The same rule will apply as to officers 
employed in gauging fruit brandy. Temporary storekeeper-gaugers 
may be appointed in appropriate cases as heretofore under the pro- 
visions of section 3155, Revised Statutes. 

The provisions of article 203a, page 142, regulations No. 2, revised 
July 5, 1916, relative to the services of storekeeper-gaugers on Sun- 
days and Sunday nights are still applicable. 
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The instructions contained in mimeograph letter No. 1452 of 
December 22, 1916, reiterating the rule contained in paragraph 2, 
page 35, regulations No. 7, pertaining to the presence of storekeepers 
in open warehouse buildings, are hereby confirmed and made perma- 
nent in lieu of the instructions contained in T. D. 2405 of December 
1, 1916, and on pages 81 and 82 of regulations No. 7 in regard .thereto. 

All regulations or portions of regulations inconsistent herewith are 
accordingly revoked. 

W. H. OSBOBN, 

Commusioner of Internal Bevemie. 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 



(T. D. 2439.) 
Special taxes. 



Foot exchanges, if under Government control, not liable to special tax for operating 
billiard or pool tables or bowling alleys. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. 0., January 27, 1917. 
Sir: In reply to your verbal inquiry, you are advised, upon author- 
ity of Duggan v. United States (34 Ct. Cls., 458), that if the post 
exchanges the subject of your inquiry are under the complete control 
of the Secretary of the Navy as governmental agencies they are not 
liable to special tax on account of billiard or pool tables or bowling 
alleys operated by them. 

Respectfully, David A. Gates, 

Acting Commissioner of Internal Revenue. 
Mr. . 



(T. D. 2440.) 
Remission of tax on brandy used in fortifying wines. 

Provlfdon made in section 402 of the act of September 8, 1916, for abatement or 
refund of tax assessed under act of October 22, 1914, on domestic wines is held to 
apply to the tax on brandy used in fortifying such wines. 

Teeasuby Depabtment. 
Office of Cobimisbioneb of Intebnal Revenue, 

Washington, D. C, February 6, 1917. 
To collectors of internal revenue: 

Section 402, paragraph ''a/' Title IV, of the act of September 8, 
1916, provides — 

That on all unsold still wines in the actual possession of the producer at the time 
this title takes e£fect, upon which t^e tax imposed by the act approved October 
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twenty-second, nineteen hundred and fourteen * * * has been aspessed, the tax 
so assessed shall be abated, or, if paid, refunded under such regulations as the Com* 
missioner of Internal Revenue, with the approval of the Secretary of the Treasury, 
may prescribe. 

After a careful examination of the taxing provisions of the act of 
October 22, 1914, with the provisions of the act of September 8, 1916, 
above quoted, this office has reached the conclusion that the abate- 
ment and refunding provisions of the last-named act apply not to the 
tax collectible on the finished wines but to the tax ''assessed" on the 
brandy used in the fortification of such wines. 

So much of paragraph 23 of regulations No. 28, supplement No. 2, 
holding that "the abatement or refund of tax here referred to does 
not apply to the tax on the brandy used in fortifying such wine" 
is hereby revoked. 

Proof as to the use of the brandy on which abatement or refund is 
claimed and the actual possession of the wines by the producer at the 
time the act of Septeniber 8, 1916, went into effect, must, however, 
be furnished with each claim filed, as in the cases provided for in the 
regulations here referred to. 

W. H. OSBORN, 

Commissioner of IrUemal Bevenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2441.) 

Corporation tax — Interest — Decision of court. 

}. Gkoss Income. 

A corporation which did a brokerage business and bought securities for its cos- 
tamers, who paid only a part of the purchase price, paying intere on balances, the 
corporation also paying for the securities purchased only part of the purchase price 
and owing balances on which it paid interest, including in return of gross incom j 
the difference between the interest received and the interest paid, made incorrect 
return. Theint rest received by plaintiff from its customers should be included 
in gross income. 
2. Interest. 

nterest paid by plaintiff on said purchases is allowable as interest payable on its 
bonded or other indebtedness. In determining net income, interest can be de- 
ducted only to an amount not exceeding the paid-up capital stock outstanding at 
the close of the year. 

Tbbastjby Depabtment, 
Office of Commissioneb of Intebnal Revenue, 

Washington, D. C, February S, 1917. 
The appended decision of the United States District Court for the 
Eastern Division of the Eastern District of Missouri in the case of 
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Altheimer & Rawlings Investment Co. v. Allen,' collector, is pub- 
lished for the information of internal-revenue officers and others 
concerned. 

W. H. OsBiOBN, 

Commissioner of Internal Revenue. 



District Court op the United States, Eastern Division op the Eastern Dis- 
trict OP Missouri., 

Altheimer & Rawlings Investment Co., a corporation^ v. E, B, Allen, United States 
collector of internal revenue for the first district of Missouri, ^ j 

Dyer, Judge: The plaintiff's brief intelligently and fairly states the case and the 
respective contentions of the parties. That statement is as follows: 

This case has been submitted on an agreed statement of facts, which admits all the 
allegations of fact contained in the petition. It appears therefrom that the action is 
one for the recovery of money paid upon assessemnts made by the United States 
Commissioner of Internal Revenue imder the excise law of 1909, which provided 
for a tax of 1 per cent upon the net annual income of corporations. The petition 
contains three coimts, the first being for the recovery of money paid on an assess- 
ment for the year 1909, the second being for the recovery of money paid on an assess- 
ment for the year 1910, and the third being for the recovery of money paid on an 
assessment for the year 1911. 

The plaintiff made its return for each of these three years under that act, but the 
Commissioner of Internal Revenue held in each instance that the retiun did not 
show the proper net income, and accordingly made an assessment against the plain- 
tiff tat an increased amount for each of the three yearr. These three assessments 
were paid under protest, and the present action was brought after the preliminary 
proceedings required by the Federal statutes had been taken. 

The matter out of which the present controversy arose is the same under all three 
counts, and is as follows: 

The plaintiff did a brokerage business and in the course thereof bought securities 
for its customers and carried the same for the customers. On these purchases the 
customers paid plaintiff only a part of the purchase price, and consequently owed 
the plaintiff balances, on which they paid the plaintiff interest. The plaintiff in 
turn also paid on said purchases only a part of the purchase' price, and accordingly 
owed balances on them on which it paid the interest; but the interest thus received 
by the plaintiff from its customers on said purchases exceeded the interest paid by 
the plaintiff on said purchases. 

In making its returns under the Federal statute the plaintiff included as gross 
income the difference between the interest thus received by it from its customers on 
said purchases and the interest thus paid by it on said purchases; but the Commis- 
sioner of Internal Revenue held that the entire amoimt received should be included 
as gross income, and ihat the aggregate deduction for interest paid by the plaintiff 
whether for the interest on said purchases, or for interest paid otherwise, should be 
limited to $15,000. During each of the years involved the plaintiff paid for interest 
on other indebtedness than that for said purchases $15,000 or more. Accordingly, the 
commissioner in effect made no deduction whatsoever for the interest paid by plaintiff 
on said purchases. 

The question now arising under each of the three counts of the petition is, whether 
the plaintiff was within its rights when it included, as gross income, in its return for 
each of the three years in question, only the difference between the amount received 
by it from its customers for interest on said purchases and the amount paid by it for 
interest on said purchases, or whether, as the Government claims, the plaintiff was 
entitled to deduct for all interest paid by it during each of these three years, that is, 
for interest on said purchases, as well as for other interest, only the sum of $15,000. 
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The law under which these assessments were made provided for an excise tax 
against the corporation "equivalent to 1 per centum upon the entire net income over 
and above $5,000 received by it from all sources during such year. ' ' That law further 
provided that such net incoTne should be ascertained by deducting ''from the gross 
amoimt of the income of such corporation *' received within the year from all sources, 
first, all ordinary and necessary expenses actually paid within the year out of income 
in the maintenance and operation of its business and property; second, all iossei 
actually sustained within the year, etc., and ''third, interest actually paid within the 
year on its bonded or other indebtedness to an amoimt of such bonded and other 
indebtedness not exceeding the paid-up capital stock of such corporation." 

It is this third subdivision which underlies the claim of the Government, for the 
Government treats all the interest received by the plaintiff from its customers on said 
purchases as gross income, and treats all interest paid by the plaintifip on said pur- 
chases as interest paid "on its bonded or other indebtedness." 

The law applicable to the case is to be fotmd in the second paragraph of sectibn 38 
oftheactof Augusts, 1909 (sec. 36, Stat. L., 112). It is as follows: ' 

Second. Such net income shall be ascertained by deducting from the gross amount 
of the income of such corporation, joint-stock company or association, or insurance 
company, received within the ^ear from all sources, first, all of the ordinary and neces- 
sary expenses actually paid within the year out of income in the maintenance and 
operation of its business and properties, including all charges such as rentals or fran- 
cmse payments, required to be made as a condition to the continued use or possession 
of property; » * *. 

Third. Interest actually paid within the year on its bonded or other indebtedness 
to an amount of such bonded and other indebtedness, not exceeding the paid-up 
capital stock of such corporation, joint-stock company or association, or insurance 
company, outstanding at the close of the year. * * * 

This statute defines "gross income" as "the gross amount of the income of such 
corporation * * * received within the year." 

The Commiasioner of Internal Revenue, in ascertaining and fixing the amount of 
the gross income of the plaintiff, refused to allow plaintiff for the interest paid by it 
on account of the purchases of bonds and r stock and treated such payments as having 
been made "on its bonded or other indebtedness." 

In the opinion of the court the action of the commissioner was in accordance with 
the law. 

Judgment for the defendant will be entered on each count of the petition. 



(T. D. 2442.) 

Income tax. 
Permanent improvements made under rental or lease contracts. 

Treasuby Depabtment, 
Office of Commissioner of Internal Revenue, 

WasJiington, D. C, February 6, 1917. 
To coUedora of internal revemte: 

Where, under the terms of a rental or lease contract, a tenant 
agrees to erect a building or to expend during the rental period a 
certain fixed sum in making improvements upon the freehold of 
another, it is held for income-tax purposes that the building or per- 
manent improvement becomes a part of the realty unless otherwise 
agreed between the contracting parties, and, as such, shall be ac- 
coimted for, without having normal tax withheld, as gain or profit 



Digitized by VjOOQIC 



26 

to the lessor in the value of his realty at the tennination of the con- 
tract, whether terminated by expiration of the lease or otherwise. 

The gain or profit to the lessor at the termination of the lease, by 
expiration or otherwise, is held to be the difference between the cost 
of the building or improvement and a reasonable allowance for the 
exhaustion, wear, and tear of the property arising out of i£s use or 
employment in the business or trade during the period of its life 
under the lease, and no annual deduction for depreciation shall be 
allowed during the lease term. 

As the use of the building or permanent improvement by the tenant 
during the term of the lease is a part of the consideration of the con- 
tract, the cost may be prorated by the tenant over the lease term and 
deducted atian annual rate as a part of '' the necessary expenses actu- 
ally paid in carrying on any business or trade," together with the cost 
of incidental repairs and maintenance. 

The paragraph of T. D. 2135, entitled ''Rental: Permanent im- 
provements made imder contract in addition to yearly," is hereby 
repealed. 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Approved: 

Bybon R. Newton, 

Acting Secretary of the Treasury. 



(T. D. 2443.) 
Claims for remission oftaa^es, etc. 

Internal-revenue officers forbidden to furnish unauthorized statements or certificates 
in support of claims for remission of taxes or penalties under internal-revenue 
law. 

Tbeasuby Depabtment, 

Ofpiob op Commissioneb op Intebnal Revenue, 

Washington^ D. C, February 9, 1917. 
To coUectors of internal revenue and offier revenue officers: 

The attention of this office has recently been called to volimtary 
written statements or certificates furnished by certain revenue officers 
in support of claims pending in this office for remission of taxes and 
penalties foimd to have been incurred by distillers or other taxpayers. 

All such statements or certificates are not only wholly imauthorized, 
but in many instances are misleading and tend to defeat the Govern- 
ment's claim. 

Revenue officers are therefore positively prohibited from furnishing 
Btat^nents in cases pending before this office imless called for by this 
office or required by regulations to be furnished in cases when origi- 
nally presented to this office through the regular official channels. 

In this connection attention is called to T, D. 1607 of March 31 1 
1910, forbidding revenue officers from preparing affidavits for claim- 



Digitized by VjOOQIC 



27 

ants in like cases. Any violation of the instructions contained in that 
decision or herein contained will subject the offending officer to dis- 
missal from the service, and, where the circumstances justify, to 
prosecution under section 3169 of the Revised Statutes. 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 



(T. D. 2444.) 
Oeneral storel:eeper-gauger8. 

InstructioDB relating to assignment of general storekeeper-gangers to distillery, general, 
and special bonded warehouses. 

Teeasury Department, 
Office of Commissioner of Internal Revenue, 

WasUngton, D. C, February 9, 1917. 
To collectors of internal revenue and others: 

A general storekeeper-ganger will be designated, assigned, and 
compensated, and will perform service as provided by regulations 
numbered 7 and 2 and T. D. 2408, of December 7, 1916, with the 
reservation that in the discretion of the collector of internal revenue 
or of the Commissioner, any distillery, general, or special bonded 
warehouse may be placed in charge of an officer thus designated 
whenever the withdrawal of spirits is inconsiderable, or whenever 
the collector or commissioner deem such course to be for the best 
interest of the Government. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 



(T. D. 2445.) 
Income tax. 



Extension of lime in which to file returns of annual net income for the year 191(> 
by or in behalf of nonresident alien individuals and corporations and American 
citizens residing or traveling abroad. 

Treasury Department, 
Office ^OF Commissioner of Internal Revenue, 

WasJiington, D. C, Felruary 12, 1917. 
To collectors of internal revenue: 

Your attention is directed to the provisos contained in section 
8 (b) and section 14 (c), act of September 8, 1916, which read, 
respectively: 

That the Commissioner of Internal Revenue shall have authority to grant a reason- 
able eztenedon of time, in meritorious cases, for filing returns of income by persons 
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residing or traveling abroad who are required to make and file returns of income and 
who are unable to file said returns on or before March first of each year. 

That the Commissioner of Internal Revenue shall have authority, in the case of 
either corporations or individuals, to grant a reasonable extension of time in meritori- 
ous cases, as he may deem proper. 

Under these provisions of law, in view of the disturbed conditions 
abroad and the consequent interference with the usual channels of 
communication, an extension of time to include May 1, 1917, is 
granted for filing income-tax returns for the year 1916 by non- 
resident alien individuals and corporations or their proper repre- 
sentatives in the United States, and by or in behalf of American 
citizens residing or traveling abroad, in all cases where returns can 
not be filed on or before March 1, 1917. 

In all such cases there is required to be attached to the return a 
statement of the reasons for the delay, and if an extension of time 
beyond May 1, 1917, shall be desired it is required that application 
shall be made in each particular case, with a statement of the rea- 
sons for the request. 

W. H. OSBORN, 

Oommissioner of Internal Beven/ue. 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury, 



(T. D. 2446.) 
Income tax. 



Individuals and corporations engaged in mining , may ^compute depletion deductions 
from gross income on the basis of the fair market value of the mine content as of 
March 1, 1913, if the property was acquired prior to that date or on the bams of 
cost if acquired subsequent to that date. 

Treasury Department, 
Office op Commissioner of Internal Revenue, 

Washington^ D. C, February 7, 1917. 
To collectors of internal revenue: 

Paragraphs "seventh" and ''eighth" of section 5 (a) and para- 
graph ''second" of section 12 (a) of Title I of the act of September 
8, 1916, authorize individuals and corporations to deduct from gross 
income "a reasonable allowance for exhaustion, wear, and tear of 
property, and * * * (b) in the case of mines, a reasonable allow- 
ance for depletion thereof, not to exceed the market value in the 
mine of the product thereof which has been mined and sold during the 
year for which the return and computation are made," provided that 
when the sxmi of the annual allowances for depletion equals the 
capital originally invested, or in case of purchase prior to March 1, 
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1913, the fair market value as of that date of the mineral ''in place/' 
no further allowance on this account shall he made. 

Ownership of the mine content at the time for which the compu- 
tation is made is an essential prerequisite to an allowable deduction. 

The paragraphs of the title above referred to authorize, in the case 
of mines, two classes of deductions to take care of the wasting of 
assets, namely, (a) depreciation, (6) depletion. 

Depreciation comprehends loss due to exhaustion, wear, and tear 
of physical property, other than natural deposits, and the annual 
allowance contemplated by this title on this account wiU be ascer- 
tained by spreading ratably the cost of the property over the prob- 
able number of years constituting its life. 

In determining the amount of depreciation deductible in the case 
of buildings, the cost or value of the land upon which the buildings 
are situated will be excluded and will not be considered a part of the 
original capital to be extinguished through depreciation deductions. 
The amount to be taken care of through depreciation deductions 
applicable to physical ■ property other than natural deposits will 
always be the capital invested in it and not a value which may be 
arbitrarily fixed as of March 1, 1913, or as of any other date. 

In the case of mines (other than oil and gas wells) , if the property 
was acquired prior to March 1, 1913, the amount of invested capital 
which may be extinguished through annual depletion deductions from 
gross income will be the fair market value of the mine property as of 
March 1, 1913. The value contemplated herein as the basis for deple- 
tion deductions authorized by this title must not be based upon the 
assumed salable value of the output under current operative condi- 
tions, less cost of production, for the reason that the value imder such 
conditions would comprehend the earning capacity of the property. 

Neither must the value determined as of March 1, 1913, be specu- 
lative, but must be determined upon the basis of the salable value en 
bloc as of that date of the entire deposit of minerals contained in the 
property owned, exclusive of the iniprovements and development 
work; that is, the price at which the natural deposits or mineral prop- 
erty as an. entirety in its then condition could have been disposed of 
for cash or its equivalent. 

The value en bloc having been thus ascertained, an estimate of the 
number of xmits (tons, pounds, etc.) should be made. The en bloc 
value divided by the estimated number of units in the mine or mining 
property will determine the per unit value, which, multipUed by the 
nmnber of units mined and sold during any one year, will determine 
the siun which wiU constitute an allowable deduction from the gross 
income of that year on account of depletion. 

Deductions computed on a like basis may be made from year to 
year during the ownei-ship xmder which the value was determined, 
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until the aggregate en bloc value as of March 1, 1913, of the mine or 
mineral deposits shall have been extinguished, after yp^hich no further 
deduction on accoxmt of depletion with respect to this property will 
be allowed to the individual or corporation under whose ownership the 
en bloc value was determined. 

The precise detailed manner in which the estimated fair market 
value of mineral deposits as of March 1, 1913, shall be made must nat- 
urally be determined by each individual or corporation interested, 
and who is the owner' thereof, upon such basis as must not compre- 
hend any operating profits, the estimate in all cases to be subject to 
the approval of the Commissioner of Internal Revenue. 

Every individual or corporation claiming and making a deduction 
for depletion of natural deposits shall keep an accurate ledger account, 
in which shall be charged the fair market value as of March 1, 1913, 
or the cost, if the property was acquired subsequent to that date, of 
the mineral deposits involved. This account shall be credited with 
the amount of the depletion deduction claimed and allowed each year, 
to the end that when the credits to the account equal the debits no 
further deduction for depletion with respect to this property will be 
allowed. The value determined and set up as of March 1, 1913, or the 
cost of the property if acquired subsequent to that date will be the 
basis for determining the depletion deduction for all subsequent years 
during the ownership under which the value was fixed, and during 
such ownership there can be no revaluation for the purpose of this 
deduction if it should be found that the estimated quantity of the 
mineral deposit was understated at the time the value was fixed or at 
the time the property was acquired. 

In cases wherein the quantity of the mineral deposit in the mine 
prior to March 1, 1913, can not be estimated with any degree of accu- 
racy, it will be necessary, if depletion deductions are to be availed of, 
for the individual or corporation owning the deposits, with the best 
information available,- to arrive at the fair market value of the prop- 
erty as of March 1,1913, that is, its fair cash value en bloc if such value 
is believed to be other than its original cost, which value, during the 
period of the ownership under Which it was determined, shall be final, 
and shall be charged to the property account as hereinbefore indicated, 
and then, on the basis of the most probable number of units in the 
property, the per xmit value shall be determined as the basis for com- 
puting annual depletion allowances, this method and allowances to be 
continued until, but not beyond, the time when the value as of March 
1, 1913, shall have been extinguished. 

The original cost of the mineral deposit may be taken as the basis 
for computing annual depletion deductions if the fair market value 
as of March 1, 1913, as hereinbefore required, can not be ascertained 
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otherwise, allowance being made for minerals which may have been 
removed prior to that date. 

In cases wherein a mineral property was acquired subsequent to 
March 1, 1913, the same rule for computing the annual depletion de- 
duction will apply, except that in such case the basis of the computa- 
tion will be the actual cost rather than the value as of March 1, 1913. 

The foregoing rules apply to owners in fee of niines and mining 
properties, and do not contemplate that an individual or corporation 
operating a mine imder lease on a royalty basis*shall be entitled to 
any deduction for depletion. If, however, the lessee, in addition to 
royalties, paid or pays a stipulated sum for the right to explore, 
develop, and operate a mine, the amoimt so paid may be ratably dis- 
tributed over the life of the lease or the probable life of the mine xmder 
ordinary operating conditions, and the lessee may deduct annually as 
a rental payment an atiquot part of the amoimt of the bonus so paid 
until such amount has been extinguished. 

To the return made pursuant to the above rule there should be 
attached a istatement setting out (1) whether the operator is a fee 
owner or lessee; (2) in the case of a fee owner, (a) the fair market 
value of the mineral deposits as of March 1, 1913, if the property was 
acquired prior to that date, (b) the cost of the mineral property if 
acquired subsequent to that date; (3) the method by which the value 
as of March 1,1913, was determined in case the property was acquired 
prior to that date; (4) the estimated quantity in units in the mine as 
of March 1, 1913, or at the date of purchase if acquired subsequent to 
that date; (5) the number of imits removed and sold during the year 
for which the return was made; and (6) any other data which would 
be helpful in determining the reasonableness of the depletion deduc-^ 
tion claimed in the return. 

In the case of a lessee, the statement should show (a) the amoimt of 
the bonus or other payment made for the right to operate the mine; 
(b) the period covered by the lease. 

W. H. OSBORN, 

Commissioner of Internal Revenue 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 



(T. D. 2447.) 
Income tax. 



rndividuals and corporations from whose property oil or gas is produced may deduct 
from gross income on account of depletion such a percentage of the fair market 
value as of March 1, 1913, of the oil or gas properties, if acquired prior to that 



Digitized by VjOOQIC 



32 

date, or of the cost of such properties If acquired subsequent to that date, as the 
reduction in flow and production of the year for which the return is made is a 
percenti^ of the flow and production of the previous year. 

Treasuby Department, 
Office of Commissioner of Internal Revenue, 

WdshiTigton, D. C, February 5, 1917. 
To collectors of internal revenue: 

Section 5, deduction "eighth," and section 12, deduction ''sec- 
ond," of Title I, act of September 8, 1916, authorize individuals and 
corporations owning and operating gas or oil producing properties to 
make deductions from gross income on account of depletion as fol- 
lows: 

In the case of oil and gas wells, a reasonable allowance for actual reduction in flow 
and production, to be ascertained not by the flush flow but by the settled production 
or regular flow, provided that when the allowance authorized shall equal the capital 
originally invested, or in case of purchase made prior to March 1, 1913, the fair market 
value as of that date, no further allowance shall be made. 

The purpose of this provision is to aflFord a means whereby the 
individual or corporation owning oil or gas producing properties may, 
during the period of operation, deduct from gross income the cost of, 
or capital actually invested in, the natural deposits if the investment 
was made subsequent to March 1, 1913, or the fair market value as 
of March 1, 1913, if purchased prior to that date, the measure of the 
deduction being the reduction in the flow and production. 

The annual deduction authorized by the above-quoted provision 
must be reasonable and not in excess of such a percentage of the cost 
or value, as the case may be and as herein defined, of the oil or gas 
producing properties as is indicated by the reduction in the original 
flow or settled production of one year as compared with that of the 
preceding year. 

For the purpose of this deduction note may be taken of the reduc- 
tion in flow and production of such individual wells as were producing 
oil or gas during or at some time within the year of groups of wells 
or of all wells in the field or territory embraced in the same owner- 
ship. If tested by the aggregate flow of all of the wells in the field or 
territory owned by an individual or corporation and new wells shall 
have been developed during the year, it is possible that at the end of 
the year there will have been no reduction in flow and production, 
in which case, xmder the specific provision of the law hereinbefore 
quoted and xmder which the depletion deduction is measured by the 
reduction in flow and production, there can be no deduction for 
depletion. 

Hence, in the case of a field or territory in course of development 
or in which new wells are being drilled, if the depletion deduction is 
to be availed of in the returns of annual net income each individual 
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well or possibly each group of wells in operation at the beginning of, 
or brought in, during the year, if the flow and production of the group 
of wells is so assembled as to be tested must be tested at the end of 
the year in order that the decline in the flow and production may be 
determmed. 

New wells or new groups of wells brought in dining the year may 
be tested as soon as they have reached the stage of settled produc- 
tion or regular flow, and then again at the end of the year. The 
decline in flow and production, if any, as indicated by these tests 
will be reduced to a percentage basis and a like percentage of the 
capital invested in the oil or gas property (exclusive of machinery, 
equipment, etc.) will constitute an allowable deduction from the 
gross income of the year on accoimt of depletion. Thus, if the de- 
cline in the flow and production during the year of, say, 10 wells, 
costing $100,000, has been 5 per cent, as compared with the produc- 
tion and flow as indicated by a test made at the beginning of the 
period, then 5 per cent of $100,000, or $5,000, will, for the year for 
which the computation is made, constitute an allowable depletion 
deduction in favor of the individual or corporation owning and 
operating the property. 

If the wells are not so situated that their flow and production may 
be assembled in order to test and ascertain the reduction in the out- 
put as a basis for computing depletion, it will be necessary for the 
corporation or individual owning the property and claiming a deple- 
tiop deduction to take an accurate gauge of the production and flow 
of each well at a certain same period of each year, and by comparing 
this gauge with that of the previous year determine the percentage 
by which the production and flow has been reduced. This having 
been done as to all of the wells in operation, an average percentage 
rate of reduction in flow and production wiU be ascertained and this 
rate will be applied to the capital invested; that is, the value of the 
oil or gas property as of March 1, 1913, or the cost of the same if 
acquired subsequent to that date, for the purpose of determining 
the amount wliich may be allowably deducted from gross income by 
such owning individual or corporation on account of depletion. 

In case of a field or territory fully developed and in which no 
new weUs are being drilled, a comparison of the quantity of oil or gap 
produced during the year for which the computation is made with the 
quantity produced during the last preceding, year, will disclose the 
reduction, and the percentage thus indicated of the reduction in flow 
and production of such field will be tiie measiure of the depletion 
deduction to be taken by the owner with respect to the capital 
invested in such field. 

Notwithstanding the fact that the drilling of new wells may offset 
the reduction in the production and flow of the older welb ift tb^ fiel4 
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not fully developed, the provision of the law hereinbefore quoted does 
not authorize, and this office can not permit, a depletion deduction 
to be taken so long as the flow and production of the unit, be it a well 
or group of wells or the entire territory, is as great during the year for 
which the return is made as it was for the year inmiediately preceding. 

lUtistrating in a general way the above rule as appUed to a field or 
territory the case may be taken of an oil property in which the capital 
invested, either actual cost or fair market value, as the case may be, 
is $500,000 and the production during the year for which the return 
is made was 47,600 barrels, and for the year immediately preceding 
50,000 barrels. This would indicate a reduction in production of 
2,500 barrels, or a decUne of 5 per cent. Applying this rate to the 
<5apital (J500,000) the individual or corporation owning the property 
would be entitled to deduct from gross income as depletion for the 
year for which the return is made the sum of $25,000, that is, 5 per 
cent of the invested capital. 

The depletion deduction in all cases until the capital invested is 
extinguished will be such a percentage of the unextinguished capital 
as the redijction in flow or production of one year is a percentage of 
the flow or production of the previous year. 

The estimate of the fair market value of gas and oil properties as of 
March 1, 1913, on which depletion deductions are based shall be the 
price at which the property as an entirety might have been sold for 
cash or its equivalent as of that date. The value hereinbefore con- 
templated must naturally be determined by each individual or cor- 
poration interested and who is the owner of the property upon such 
basis as will not comprehend any operating profits, the estimated value 
in all cases to be subject to the approval of the Commissioner of 
Internal Revenue. 

Every individual or corporation entitled to a deduction for deple- 
tion on accoimt of reduction in flow or production of oil or gas shall 
keep an accurate ledger accoxmt, in which shall be charged the fair 
market value as of March 1, 1913, or the cost, if the property was 
acquired subsequent to that date, of the property whose value 
declines with the removal of the natural deposits. This accoxmt shall 
be credited with the amount of the depletion deduction claimed and 
allowed each year, to the end that when the credits to the accoxmt 
equal the debits, no further deduction for depletion with respect to 
this property and the capital invested in it will be allowed. 

The value determined and set up as of March 1, 1913, or the cost 
of the property if acqxiired subsequent to that date, will be the basis 
for determining the depletion deduction for all subsequent years 
dxiring the ownership xmder which the value was flxed, and dxiring 
such ownership there can be no revaluation for the purpose of this 
^educt^n if it shoxild be foxmd that the estimated quantity of oil or 
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gas contained in the property was understated at the time the value 
was fixed or at the time the property was acquired. 

The provision of the law authorizing the depletion deduction, 
designed as it is to provide a means whereby the invested capital of an 
individual or corporation may not be subject to the tax imposed by 
this title, does not apply to individuals or corporations who are oper- 
ating oil or gas properties imder lease, since in those cases the oper- 
ator has no capital invested in such properties. By capital invested, 
as heroin used, is meant the fair market value of the properties as of 
March 1, 1913, if acqiiired prior to that date, or their actual cost if 
acquired subsequent to that date, as it relates to the owner in fee of 
the properties. 

Lessees will, however, be permitted to deduct from gross income 
each year a reasonable allowance for depreciation, which depreciation 
applies to the physical property, including rigs, tools, machinery of all 
kinds, pipes, casing, and other equipment necessary to the operation 
of the wells or field. If lessees, in order to secure the right to enter 
upon, explore, develop, or operate gas or oil properties, paid or shall 
pay a bonus in addition jbo royalties the amount of such bonus so paid 
may be ratably distributed over the life of the lease or over the pro- 
ductive Hf e of the property, and the lessee may deduct annually as a 
rental payment an aliquot part of the amount of the bonus so paid 
until such amount has been extinguished. 

The incidental expenses of drilling wells, that is, such expenses 
as are paid for wages, fuel, repairs, etc., which do not necessarily 
enter into and form a part of the capital invested or property account, 
may, at the option of the individual or corporation owning and 
operating -the pix)perty, be charged to property account subject to 
depreciation or be deducted from gross income as an operating 
expense. If, in exercising the option, the operating individual or 
company charges the expense of drilling wells to property accoimt, 
the same may be taken into account in determining a reasonable 
allowance for depreciation during each year until the property 
account thus augmented has been extinguished • through annual 
depreciation deductions, after which no further deduction on this 
accoimt will be permitted. The cost of drilling dry or nonproductive 
wells may be deducted from gross income as a loss. 

To each return made by an individual or corporation owning and 
operating oil or gas properties there should be attached a statement 
showing (1) (a) the fair market value of the property (exclusive of 
machinery, equipment, etc.) as of March 1, 1913, if acquired prior to 
that date, or (&) the actual cost of the property if acquired subse- 
quent to that date; (2) how the fair market value of the property 
as of March 1, 1913, was ascertained; (3) the quantity of oil or gas 
produced during the year for which the return was made; (4) the 
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quantity produced during the year immediately preceding; (6) 
how the depletion deduction claimed in the return was computed, 
whether upon the decline in flow and production of individual wells, 
groups of wells, or the entire field; and (6) any other data which 
would be helpful in determining the reasonableness of the depletion 
deduction claimed in the return. 

If the operator is a lessee that fact should be stated and an explana- 
tion given as to the basis and property upon which any depreciation 
deduction is claimed, it being understood, as hereinbefore indicated, 
that depreciation relates to the loss due to the use, wear, and tear 
of physical property, and that the lessee is not entitled to any deduc- 
tion for the depletion or exhaustion of the oil or gas deposits, but 
may deduct annually as a rental payment an aliquot part of any 
bonus paid for the right to enter upon, explore, develop, and operate 
oil or gas territory, as well as the royalty payments made to the 
lessor for the oil or gas removed from such property, provided the 
entire proceeds from the oil or gas produced during the year are 
returned in the gross income of the operator. 

The above rule for computing allowable depletion deductions being 
set out in the law, no deduction on this account will be allowed if 
computed upon any basis other than that authorized by the law and 
fmiiher amplified in this decision. 

W. H. OSBOBN, 

Commissioner of IrUemdl Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2448.) 

STiows and exhibitions. 

Construction of the exemption from special tax as shows and exhibitions of chautau- 
quas, lecture lyceums, etc. 

Treasuey Department, 
Ofpiob of Commissioner op Internal Revenue, 

Washington, D. C, February I4, 1917. 
To collectors of internal revenue, intemaWevenue agents, and others 
concerned: 

With reference to the opinion of the court in the case of the Redpath 
Lyceum Bureau v. Pickering, collector, decided by the District Court 
of the United States for the Southern District of Illinois, involving 
the construction of the proviso exempting from the tax imposed by 
the eighth subdivision of section 3 of the act of October 22, 1914, 
which proviso reads as foUows: 
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Provided fiiriher, That this paragraph shall not apply to chautauquas, lecture 
iyceums, agricultural or industrial fairs, or exhibitions held under the auspices of 
religious or charitable associations — 

in order that the same may be properly miderstood it is stated that 
it appears that this case was based upon assessments made on account 
of about 20 entertainments of miscellaneous character, not lectures, 
given in the eighth district of Illinois; that it was urged that the 
Bedpath Lyceum Rureau belongs to a class exempted by the pro- 
viso; that exemption from tax was further claimed on tie ground 
that the entertainments were given under the auspices of religious 
organizations; that such claim was based upon an agreement whereby 
certain churches received a commission for the sale of tickets, such 
arrangement constituting practically the only connection of the 
churches with*the entertainments; that tax as proprietor of one show 
or exhibition had been paid to the collector of internal revenue for 
the first district of Illinois; and that it was contended that payment 
of such tax covered all exhibitions given in the State of Illinois. 

The court held as follows: 

First. The Redpath company is not a lecture lyceum within the meaning of the 
act, and is not exempt. 

Second. The entertainments given at Springfield were not under the auspices of the 
Springfield churches. 

Third. The tax stamps issued to the Redpath Lyceum Bureau by the collector at 
Chicago covered only entertainments given at 57 East Jackson Boulevard, Chicago. 

The companies of artists, performers, actors, orchestras, quartets, illustrators, 
imitators, magicians, dramatic or operatic, companies, or other entertainers appearing 
on Redpath programs at other places in the State were required to pay the legal tax 
once each for the State of Illinois. 

Judgment for defendant. 

W. H. OSBORN, 

Chmmissioner of Internal Revenue, 



(T. D. 2449.) 
Estate tax. 



The value of United States bonds can.not be excluded from the gross or net estate in 
V determining estate tax due. 

Treasury Department, 
Office of Cohkissioner of Internal Revenue, 

- Washingtm, D. C, February IS, 1917. 
The following opmion of the Solicitor of Internal Revenue, ren- 
dered February 13, 1917, is published for the information of all 
concerned. 

W. H. OSBORN, 

Votnmissiimer of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 
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Sir: Answering the question presented by under date of the 10th instant, 

relative to the liability of estates to taxation under the recent F^eral estate tax, it is 
manifest from the following decisions of the United States Supreme Court that United 
States Government bonds must be added to the value of estates for the purpose of 
taxation under said act. 

The United States Supreme Court in Flummer «. Coler (178 U. S., 134), considering 
the question whether, under the inheritance-tax laws of a State, a tax mig)it be validly 
imposed upon a l^;acy consisting of United StiUes b<»ds issued under a statute declar- 
ing them exempt from State taxation in any form, said: 

We think the conclusian, fairly to be drawn from the State and Federal cases, is, 
that the right to take property by will or descent is derived from and regulated by 
municipal law; that, in assessing a tax upon such right or privilege, the State may 
lawfully measure or fix the amount of the tax by referring to the value of the proper^ 
passing; and that the incidental ^t that sudi property is composed wholly or in 
part of Federal securities does not invalidate the tax or the law under which it is 
imposed. 

And dealing directly with the power of the Federal QovemmentTtrnder the inhw- 
itance-tax act of 1898 to impose legacy taxes upon the transmission of an estate con- 
sisting of "free-tax" Government bonds, the court, in Murdock v. Ward (178 U. S., 
147), referring to the discussion and decision in the Flummer case, held: 

If a State inheritance law can validly impose a tax measured by the amount or 
value of the legacy, even if that amount includes United States bonds, the reasoning 
that justifies such a conclusion must, when applied to the case of a Federal inheritance 
law taxing the verv same legacy, bring us to the same conclusion. We must, therefore, 
hold that if, as held in Enowlton v. Moore, the tax imposed under the act of June 13, 
1898, is not invalid as a direct, unapportioned tax, nor for want of uniformity, nor as 
an infringement upon the laws of the States regulating wills and descents, then the 
tax upon le^;acies or beciuests, descendible under and regulated by State laws, is 
valid, even if such legacies incidentally are composed of Federal bonds. 

And, further, in Sherman v. United States (178 U. S., 151), the court said: 

The proposition that bonds of the United States and the income therefrom are not 
lawfully taxable under an inheritance tax law of the United States, because exempted 
by contract from such tax, has just been decided not to be wdl/ounded. 

This is clearly conclusive of the whole question. 



(T. D. 2450.) 
Estate tax. 



Method of determining share in community property or property owned jointly or in 
entirety. To be returned as a portion of thle gross estate of a decedent tenant. 

Treasury Department, 
Otficb of Commissioner of Internal Revenue, 

Washington, D. C, February I4, 1917. 
Sir: Receipt is acknowledged of your letter of the 6th instant, 
calling attention to the report of the revenue agent, dated the 3d 

instant, with regard to the Uabihty to estate tax of the estate of . 

You state that, under the Texas law, all property earned by a 
husband or wife during the period of their marriage is community 
property and owned jointly. The death of either does not aflFect the 
interest owned by the survivor; that is, this interest does not pass 
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by inheritance. The public records in such cases may, however, be 
misleading because any conveyance, legally made to both, is apt to be 
recorded in the name of one, usually the husband. As a matter of 
fact, however, there is a l^al presumption that the whole property 
conveyed to either is community, without reference to the manner of 
its acquisition. However, if property were purchased by the sepa- 
rate means or property of either^ or were received by either as an 
inheritance, such property would not be community but would be 
individual property, without reference to the mann^ in which the 
deed of conveyance is stated. Notwithstanding this, however, under 
the presumption of the Texas law, it would have to be considered 
community property imtil facts otherwise were developed. 

In the case of the estate the revenue agent reported as be- 
longing to the estate of the deceased husband the entire property, 
which the public records showed as in his name. The widow, who 
is also administratrix, stated to the agent that the entire property so 
treated by the agent as the gross estate of the deceased husband was, 
in fact, community property, but up to this time she has submitted 
no evidence substantiating this contention. While for the purposes 
of local administration a prestmiption would be created by the local 
law in favor of the widow's contention in this case, such a presump- 
tion does not rest in her favor so far as any responsibility or duty that 
may be imposed upon her by Federal law is concerned. No State 
statute of this character has any modifying effect whatever upon the 
expUcit terms of a Federal taxing act. The act of Congress of Sep- 
tember 8, 1916, creates its own presumptions and defines explicitly 
the tOTms under which exemption from tax may be claimed. 

You will note that, under section 202, paragraph C, there is required 
to be included in the gross estate of a decedent all the interest held 
jointly or as tenants in the entirety by the decedent and another 
person, "except such part thereof as may be shown to have originally 
belonged to such other person and never to have belonged to the 
decedent." Under this paragraph of the taxing act, wherever the 
public records show property in the name of the decedent, the pre- 
sumption is that it was the sole property of the decedent, and the 
burden of proving that another person owned, prigr to the decedent's 
death, any iqterest therein is not upon the Government but is upon 
the estate. 

You will note the extremely limiting 'terms of the paragraph 
quoted above, and that it must be shown that any part of the property 
to be excluded from the gross estate must have actually belonged in 
the first instance to a person other than the decedent and that it has 
never been owned by the decedent. If, under the Texas law, property 
conveyed to a husband or wife during their marriage is taken by each 
in entirety and in such a manner that it could not be contended that 
any specific part belonged to either, but that each was the owner of 
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all, and upon the death of either no new interest or title vested in the 
survivor, as is the case in some States, the Government, tmder a 
strict and technical interpretation of paragraph C of section 202, 
would perhaps be justified in demanding that the whole of the property 
thus owned be included as a portion of the gross estate of the decedent. 
This, however, does not seem to have been the intent of Congress, and 
it has heretofore been ruled in a similar case that one-half of the 
property thus jointly owned should be returned as a portion of the 
gross estate of the decedent husband or wife, as the case might be. 

In the case of the estate, therefore, you should require of 

the administratrix in due time the return on Form 706, and therewith 
may be submitted any evidence available to the administratrix to 
establish that any part of the property included in the gross estate 
was actually community property of the decedent and his wife and 
that, therefore, but one-half thereof is to be treated as the estate of 
the decedent. 

Respectfully, W. H. Osborn, 

Commissioner of Internal Revenue. 

Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2451.) 
Income tax — Insurance companies — Decision of court. 

1. Income Means Receipts in Cash. 

Income means what has come in or receipts. 

2. Receipt by Agent is Receipt by Principal. 

Company obligated to report in full the total sums received in cash, both 
amounts received at th^ home office and those paid to its lawful agencies during 
the calendar year. 

3. Net Addition to Reserve Funds. 

Only the net addition to reserve funds required by State statutes is deductible 
from gross income. No State law has been pointed out which requires the main- 
tenance of reserve fund to secure payments of taxes, salaries, and brokerage and 
agents' commissions. 

4. Decreases in Reserve Funds. 

Reserve funds when released are in their very essence income. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasTiingtony D. a, February 20, 1917. 
The appended decision of the United States Court of Claims in the 
case of the Maryland Casualty Co. v. United States is pubUshed for 
the infonnation of internal-revenue officers and others concerned. 

W. H. OsBORN, 

Commissioner of Internal Revenue. 
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OouBT OF Claims of thb United States. No. 33191. 
Maryland CastuUty Co. v. UniUd States, 
[Decided February 12, 1917.] 

Booth, Judge, delivered the opinion of the court: 

The petition in this case alleges certain facts upon which the claimant company 
rest a contention for the refund of certain excise and income taxes said to have been 
illegally collected under section 38 of the act of August 5, 1909 (36 Stat. L., 112), and 
section 2, division G, of the act of October 3, 1913 (38 Stat. L., 172). The amount 
claimed is $16,306.16. 

Section 38 of the act of August 5, 1909, provides as follows: 

Sec. 38. That every corporation, joint-stock company or association, oiganized 
for profit and having a capital stock represented by shares, and every insurance 
company now or hereafter organized under the laws of the United States or of any 
State or Territory of the United States or under the acts of Congress applicable to 
Alaska or the District of Columbia, or now or hereafter oiganized ander the laws of 
any foreign country and eng^ed in business in any State or Territory of the United 
States or m Alaska or in the District of Columbia, shall be subject to pay annually a 
special excise tax with respect to the carrying on or doing of business hy such corpora- 
tion, joint^tock company or association, or insurance company, eadivalent to one 
per centum upon the entire net income over and above five thousana dollars received 
by it from all sources during such year, exclusive of amounts received by it as divi- 
dends upon stock of other corporations, joint-stock company or association, or in- 
surance companies, subject to tne tax hereby imposed. 

Division G of the act of October 3, 1913, provides as follows: 

(c) The tax herein imposed shall be computed upon its entire net income accrued 
within each preceding calendar year ending December thirty-first: Provided, however ^ 
That for the year ending December thirty-one, nineteen hundred and thirteen, said 
tax shall be imposed upon its entire net income accrued within that portion of said 
year from March first to December thirty-first, both dates inclusive, to oe ascertained 
by taking five-sixths of its entire net income for said calendar year. 

In pursuance of the foregoing enactments the claimant, a casualty insurance com- 
pany organized and incorporated under the laws of the State of Maryland, made its 
return to the Commissioner of Internal Revenue for the yeare 1909 to 1912, inclusive. 
The commissioner declined to accede in all respects to the returns as made, insisting 
upon various amendments of the same, which, as he claimed, more clearly reflected 
the net income of the corporation for taxable purposes. The claimant company paid 
the additional taxes assessed under the amended returns under protest, and herein 
seeks to establish a misconstruction of the law under which the same were assessed 
and collected. 

Without discussing the details of the various returns as they appear in the findings, 
the case may be disposed of as to the legal propositions involved by taking them 
up in the order adopted by the parties in the case in their briefs. 

The original returns made by the company for each year covered by the petition 
in this case, except for the year 1913, was made upon a basis of cash received as dis- 
tinguished from the total amount of business done on paper, i. e., a written basis. 
The commissioner amended each return so made to comply with a return made by 
the company to the State insurance department of the State of Maryland, wherein 
it listed its total business transactions, both cash received in premiums and premiums 
due on insurance written but not received at the home ofiice of the company during 
the calendar year. The claimant company now contends that its original returns 
made upon a cash basis conform to the excise law, and upon them alone was the 
tax to be assessed and collected. - 

The language of the taxing act clearly imports an intent to tax the entire net income, 
with certain deductions, received by the company from all sources during the cal- 
endar year. While the tax itself is an excise tax, imposed upon the privilege of 
doing business in a corporate capacity, the amount of the tax is measured by the 
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net iDcome received from all sources durisg the time stated. Flint v. Stone Tracy 
Co. (220 U. S., 108). 

The word '^income/' as used in revenue legislation, has a settled legal meaning. 
The courts have uniformly construed it to include only the receipt of actual cash as 
opposed to contemplated revenue due but unpaid, unless a contrary purpose is 
manifest from the language of the statute. What is taxed by the terms of the fore- 
going statutes is "net income received," not income accruing or accrued which 
has not been received and portions of which may never be received. While the 
phrases ''income received" and "income accrued'' are frequently used in the same 
statute, the courts have not departed, unless it expressly appears otherwise, from a 
construction of the law in accord with an intention to reach the actual and not the 
potential income of the corporation. In the income- taxing act of 1913 (38 Stat. L., 
172) the two preceding phrases are employed; in fact, the act of 1913, in speaking 
of income as applied to insurance companies and domestic corporations, uses the 
above phrases as follows: "Income arising or accruing,'' "income received," and 
"income accrued." Doubtless it was the intention of Congress in legislation of this 
character to employ terms of sufficient comprehension to reach the actual income 
of the corporation by foreclosing any possible avenue of escape, but it can hardly 
be said that in so doing an intention prevailed to tax that which did not actually 
exist, except on paper, as income accrued during the taxing period. One can not 
be said to receive an income of defined proportions imtil he balances receipts and 
deductions at the end of a stated period and ascertains not what is due but what 
has been actually received. The assets and liabilities of a corporation may be meas 
ured by a different rule of accounting, but income as defined by the courts means, 
as said in United States r. Schillinger (14 Blatchf., 71), "in the absence of any 
special law to the contrary, income must be taken to mean money, and not the 
expectation of receiving it or the right to receive it at a future time." 

In Mutual Benefit Life Insurance Co. v. Herold (198 Fed., 199) Judge Cross, in 
the United States District Court for New Jersey, had before him an excise case in 
which this identical question was directly involved. After reviewing at length 
the general intendment of taxing statutes, a part of his discussion with reference to 
this question is in the follofwing language; 

That law provides that the tax is to be — 

"One per centum upon the entire net income over and above five thousand dollars 
received by it from all sources during such year, exclusive of amount received by it as 
dividends upon stock of other corporations, joint-stock companies or associations, or 
insurance companies, subject to the tax hereoy imposed." 

This language seems clearly to indicate that the net income, which is the measure 
of taxation, means what has actually been received, and not that which, although due 
has not been received, but its payment for some reason deferred or postponed. Fur- 
thermore, an examination of the act shows that the net income is to be ascertained by 
deductinc; from the gross income — 

(1) "All the ordinary and necessary expenses actually paid mthin the year out of 
income in the maintenance and operation of its business and properties." 

(2) ** All loeaeB tuctusAly 8iL8tairied mthin the yeoTy^^ etc.; "also me sums other ihan 
dividends paid within the year on policy and annuity contracts, and the net addition, if 
anv, reauired by law to be made within the year to reserve funds. " 

(3) "Interest actually paid within the year on its bonded and other indebtedness," 
etc., "and in the case of a bank, banking association, or trust company, all interest 
actually paid by it within the year on deposit. " 

^4^ "Also all sums paid by it within the year for taxes, " etc. 

(5) "All Amounts received by it mthin the year as dividends upon stock of other cor- 
porations, joint-stock companies or associations, or insiirance companies, subject to 
the tax hereby imposed." 

Since, then, the language of the act is explicit in permitting only such deductions 
from the gross income as were actually paid during the current year, it would be 
strange indeed if on the opposite side of the account the company were chaiged with 
what it had not received during the current year. No reason appears or has been 
suggested for so radlM and unwarranted a departure. Furthermore, the word "in- 
come" means, as already shown, that which has come in, and not that which might 
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have come iii) bat did not. If expenditures means what has been paid out, or out- 
goes, then Income means what has come in, or receipts. The matter, however, does 
not rest entirely upon s^bitrary statement, since there are a number of cases which 
throw light upon me question. 

It is true, as observed by the defendants, that the above case concerned a life and 
not a casualty insurance company, and that the decision rested to some extent upon a 
belief that the State insurance department required an annual report upon a cash 
basis. Nevertheless the distinction is not of such importance as to destroy the reason- 
ing. The ascertainment of the taxable income is obviously not affected by the differ- 
■ ence in the character of the business conducted, nor by what is left to regulation by 
the laws of the different States. The law now under consideration imposes a tax by 
express provisions and unless "income received" can be construed to include pros- 
pective gains, sometimes secured, sometimes imsecured, it must be limited, as its 
terms imply, to what is certain, easily known, and easily computed. 

The Herold case, supra, came before the Circuit Court of Appeals (201 Fed., 918). 
The question referred to above was not discussed by the appellate court; the opinion 
considers but a single question other than the above. The decision of the district 
court was affirmed, however, the parties seemingly being content with the decision 
with respect to this particular issue, as it was not raised upon appeal. The rule was 
followed in Insurance Co. of North America v. McCoach (218 Fed., 905); Connecticut 
Mutual Life Insurance Co. v. Eaton (218 Fed., 188 and 223). The defendants have 
cited no decisions to the contrary and, doubtless, it can not be done. ^ 

The record reveals a state of facts apropos of this particular contention which con- 
clusively, shows that the claimant company in its original return did not report its 
actual cash income for the calendar year 1909. A system of accounting 'adopted by 
the company allowed a period of two months to local agencies in which to report their 
cash premium receipts to the home office. Such a system, in view of the rules and 
regulations of the Commissioner of Internal Revenue, does not "clearly reflect" the 
company's income, for it is admitted that some and perhaps the greater portion of 
premiums listed in the original return as due but unpaid have been paid to the com- 
pany's agents. A payment to the agent is payment to the principal, and the company 
under the rules of the commissioner has until March 1 following the close of the calen- 
dar year to make its return. "While under the provisions of the act of September 8, 
1916 (39 Stat. L., 771), a corporation's system of bookkeeping is not to be disturbed, 
still it is apparent from the language of the section so providing that the system adopted 
must be such as to "clearly reflect its income." The company in the present case b 
obligated under the law to report in full the total sums received in cash, both the 
amounts received at the home office and those paid to its lawful agencies during the 
calendar year. Any other course, no matter how convenient, would fail in firmly 
establishing the dividing line between sums due and unpaid and actual income re- 
ceived during the year. It is somewhat inconsistent to claim a right under the cash 
basis of returns when it is apparent from the return itself that it embodies both the 
cash and written bases. The two systems can not overlap. The accounting must 
distinctly disclose the gross income from all sources. 

The commissioner in his final assessment collected the excise tax for 1909 on a basis 
of 1643,162.08 premiums written but not reported to the company paid in 1909. In 
reaching this conclusion he excepted as part of the cash income of the company the 
sum of $584,164.18 premiums written in 1908 but paid to the company in 1909, as found 
in the company's original return, imposing by his amended return made to the com- 
pany an additional tax based upon the difference between the two sums mentioned 
above, i. e., $58,997.90. In this respect we think he was in error. The return of the 
company should have disclosed all cash payments of premiums made during the 
calendar year. 

The next contention is more perplexing and necessarily involves the application 
by the commissioner of a strict rule of construction of the taxing law. A deduction 
is allowed insurance companies of " the net addition, if any, required by law to be made 
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within the year to reserve funds." This language standing alone is apparently free 
from ambiguity. The intent of the law is not difficult to perceive. Its practical 
administration, however, becomes difficult because of a diversity of opinion as to just 
what sums are to be included as coming under the law within the reserve funds. 
Claimant company contends that under the requirement of the laws of the various. 
States it is required to maintain a separate reserve fund of sufficient amount to protect 
the policyholder, creditor, and claimant; in other words, the reserve fund must be, 
coextensive with the company's liabilities. That the company did not always enter-' 
tain this conception of its rights is manifest from its retiuns, for during the early years 
of the law's operation it did not include items it subsequently claimed as coming 
within this category. The department in administering the law adopted as a uniform 
basis for reserve deduction " the reserve of the State in which the reserve requirements 
are the greatest. ' ' The reserve required by the various States of the Union is, of course, 
a statutory provision setting forth the conditions upon which foreign corporations and 
insurance companies may transact business within the State. These statutes, like 
laws of similar character, provide a separate department with a commissioner in charge 
to administer the law. The commissioner in so doing promulgates rules and regula- 
tions which in his view meet the requirements of the statute, but vary in the different 
States as to the items of amounts which go to make up the reserve funds. Legal reserve 
funds are those sums required by State laws to be maintained by insurance companies 
to secure its liabilities upon policies written. They are accumulated out of the 
income of the company and are in reality simply its invested assets, approved securities 
sufficient in amount to meet the liabilities of the company. An example is found in 
the unearned 'premium reserve; the amount required under this item does riot cover 
the full liability of the company upon insurance written up to July 1. It simply 
requires a reservation of a sufficient sum to pay the premiums of reinsurance upon the 
enforceable policies then extant in the event the company should go out of business 
or to return the unearned portion of the premiums paid in the event of bankruptcy, 
cancellation of policy, etc. This reserve, as we understand the situation, is not in- 
tended to cover the company's liability with respect to the insurance written, but is a 
fund providing against loss in case of the happening of a certain contingency. While 
of course it naturally affects the solvency of the company, for if for any reason it is 
incapable of maintaining the same its business may be foreclosed, yet it is not in its 
essential characteristics a provision against insolvency. It in nowise secures other 
creditors or claimants of the company. The computation of the amount is ascertained 
upon a hypothetical basis, and the rules governing it are arbitrary. The laws of the 
States, probably without exception, require the maintenance of this reserve and insur* 
ance companies for years have recognized the wisdom of its existence. 

Loss and unpaid liability claims affprd an exact basis for computation, and the 
reserves maijjjitained cover the liability therefor. The State statutes most generally 
require the maintenance of a reserve to cover each class of this particular kind of 
insurance, but it is difficult to perceive upon what theory, under the above provision 
of the taxing law, a corporation or insurance company can expand this privil^ed 
deduction to include all the liabilities of the same. Unpaid taxes, unpaid salaries, 
brokerage, and agents* commissions are current expenses; they are essentially items 
of expense in the daily, monthly, and yearly conduct of the company's business; the 
amount and date of payment is fixed and determined; they depend for liquidation 
solely upon the company's earning capacity as the business progresses. This is the 
only basis for a contingency with respect thereto, and no State law has been pointed 
out which requires the maintenance of reservations to secure these payments, espe- 
cially of stated personal stipends to the agents of the company. Taxes, as a rule, are 
payable annually. A permanent reserve for their payment is not necessary or re- 
quired by law, and they are not properly included in the net additions required by 
law to reserve funds. The statute specifically limits the deduction to sums required 
by laWf not such reservations as business prudence may suggest. The State statutes 
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prescribe the necessary reservations, and the commissioner was within the law in 
holding fast thereto. 

It is not to be supposed that Congress in providing this specific exemption intended 
a wider latitude with reference thereto than the express words of the act clearly desig- 
nate. The limitation is confined to net additions to reserve fimds required by law, 
and the express provisions of statutory law fix the determining basis. State insur- 
ance companies can only act within the provisions of the State statute; so that in 
any event a firm basis is easily available for the application of the exemption pro- 
vided in the Federal taxing acts. 

It is to be noted in this connection that the commissioner observes smy change in 
the status of State laws and amends his rulings with respect to additions to reserve 
funds in accord with the same. 

The claimant company in its return for 1909 included in its deductions for net 
increase to reserve funds required by law but three items, viz, unearned premiums,, 
loss claims, and unpaid liability claims. In 1910 it added to these items a claimed 
deduction for unpaid taxes and unpaid salaries. In 1911 it added brokerage, etc., 
and reinsurance due other companies, and in 1912 claimed a total amount of $670,791.89 
made up by including a claim for each item specified above. The commissioner's 
rulings in his amended returns as to this item we believe to be correct. 

The next contention is directly converse of the preceding one. Net additions to 
reserve fimds are exempt, and if there are no net additions but a decrease in reserve 
funds, commonly called released reserve, is this amount taxable? In 1912 the claim- 
ant company, in its return to the Maryland State Department of Insurance, listed its 
special reserve for unpaid liability losses as amounting to $1,194,235. In the follow- 
ing year, with reference to this special item, the company stated the amount of 
$841,983, a decrease of $352,252. The increase in unearned premium reserve for 1913, 
as stated in claimant's original return, amounted to $81,784.67, for which amount the 
company was entitled to an .(exemption, leaving a total difference of $270,467.33, less 
sum required as reserve fund for 1913 over 1912, i. e., the company's reserve funds 
required by law were $270,467.33 less in 1913 than in 1912, and hence it became 
available for other business purposes. 

The commissioner has consistently included the total sums of released reserves 
within the gross income of insiuunce companies and subjected the same to the excise 
tax. The claimant company since 1909 have accepted the ruling and made their 
returns accordingly. The issue is for the first time presented in the present suit. 

A reserve fund is necessarily a certain portion of the company's income; it fluctu- 
ates JOB its volume of business increases or decreases, and it is difficult to trace its 
creation to the company's income in any specific year. Nevertheless, it is nothing 
more or less than the setting aside of certain portions of the company's assets accu- 
mulated during the course of business from its income, in order to secure the payment 
of certain liabUities incurred. The company receives a premium of $100; $50 of this, 
sum must be reserved under the law to meet l^e contingency of reinsurance— unearned 
premium. While the $50 is exempt, it is none the less income. It escapes taxation 
the year it is exempt, but when the obligations of the policy have been discharged 
this amount is released from reserve. It becomes in theory and in fact an available 
asset, free from restrictions, to be used by the company as it may see fit. The Federal 
taxing act doubtless exempted net additions to reserve fund upon the theory of their 
actual reservation, the inability of the company to avail itself of these sums in the 
transaction of its current business affairs, aside from its specific liabilities upon insur- 
ance written, and while the law does not in express terms use the phrase ''released 
reserves," we believe the amounts realized are taxable as coming within the general 
term "gross Income " for the calendar year from all sources. As was said by Mr. Jus- 
tice Day in Flint v. Stone Tracy Co., supra: 

This tax, it is expressly stated, is to be equivalent to one per centum of the entire 
net income over and above $5,000 received from all sources during the year; this is 
the measure of the tax explicitly adopted by the statute. The income is not limited 
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to such as is received from property used in the business, strictly speaking, but is 
expreeply declared to be upon the entire net income above $5,000 from all sources, 
excluding the amounts received as dividends on stock in other ccnrpoiations, joint- 
stock companies or associations, or insurance companies also subject to the tax. In 
other words, the tax is imposed upon the doing of business of the character described, 
and the measure of the tax is to oe the income, with the deduction stated, received 
not only from property used in business but from every source. This view of the 
measure of the tax is strengthened when we note that as to organizations under the 
laws of foreign countries the amount of net income over and above $5,000 includes 
that received from business transacted and capital invested in the United States, the 
Territories, Alaska, and the District of Columoia. 

It is further strengthened, when the subsecjuent sections are considered as to deduc- 
tions in ascertaining net income and requiring returns from those subject to the act. 
Under the second paragraph the net income is to be ascertained by certain deduc- 
tions from the gross amount of income received within the year "from all sources"; 
and the return to be made to the collector of internal revenue under the third section 
is required to show the gross amount of the income received during the year ''from 
all sources." The evident purpose is to secure a return of the entire income, with 
certain allowances and deductions which do not suggest a restriction to income 
derived from property actively engaged in the business. This interpretation of the 
act, as resting upon the doing of business, is sustained by the reasomng in Spreckels 
Sugar Refining Co. v. McClain (192 U. S., 397), in which a special tax measured by 
the gross receipts of the business of refining oil and sugar was sustained as an excise 
in respect to the carrying on or doing of sudi -business. 

The sums released from reserve funds can not be said to be exempt as reserve ftmds, 
for they no longer retain that character. They have always been part of the gross 
income and accounted for as such during the years of their accumulation. When 
released, therefore, they must of necessity have some particular status in the business 
transactions of the company, and while they do not augment the gross income for the 
particular year in which they are released, they are in their very essence Income and 
the statute expressly says "income from all sources. " If this especial exemption iu|d 
not been provided all the funds reserved would have bc^ accounted for in the com- 
pany 's returns as income received. They are income received, but exempt when 
required to be reserved. When the requirement of the law has been subserved they 
then become a part of the gross income for the year in which they are released. This 
has been the construction given since the passage of the taxing act. 

It IB apparent from what has been said that the case must be remanded to the general 
docket for a restatement of amounts due in accord with this opinion . It ought not to be 
difficult to agree upon a statement of amount. The case in this respect is quite in- 
volved, but the parties themselves are in position to ascertain this fact with much more 
accuracy than the court. 

It is ordered that the case be remanded to the general docket for a restatement of 
amounts due. Thirty days from this date will be allowed for this purpose, after which 
time the case will be placed upon the trial calendar and finally disposed of. 



(T. D. 2452.) 

Income tax* 
Authorizing the use by nonresident alien record owners »f income-tax certificate 
Form 1087 to disclose actual ownership and claim exemption from withhokting 
at source of domestic dividend pajrments. 

Treasury Department, 
Office of Commissioner of Internal Revenue 

Washington, D. 0., February 27, 1917 
To collectors of internal revenue: 

When a nonresident alien record owner of stock of domestic or 
resident corporations is an organization subject to withholding at the 
Bource of dividend payments, as provided by section 13 (f ) of the act 
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of September 8, 1916, but is not the actual owner of the stock, such 
record owner may adapt income-tax certificate Form 1087 to disclose 
actual ownership and to claim exemption from withholding by 
striking out the words "to be filed with representative in the United 
States of such foreign principal'' in the caption and the words "in 
the United States" in the body of the form and executing the certifi- 
cate as the representative of the actual owner, as provided in the 
space for signature. 

Thus modified,; certificate Form 1087 may be filed, under the 
penalties prescribed for misrepresentation, with debtor corporations 
or their withholding agents in the United States and may be accepted 
by them as evidence that the record owner is not Uable for income 
tax on the dividends to be paid and hence is not subject to having 
tax withheld. 

If the record owner does not exercise his right to disclose actual 
ownership for the purpose of claiming exemption from having tax 
withheld at the source, debtor corporations and their withholding 
agents in the United States will be held liable on their stock records 
of ownership for the tax required to be withheld by section 13 (f ) of 
the act of September 8, 1916. 

In the absence of a disclosure of actual ownership filed with debtor 
corporations or their withholding agents on certificate Form 1087, 
the normal tax required to be withheld in accordance with stock 
records of ownership can only be released to a record owner not liable 
for tax upon a proper showing to the Commissioner of Internal Reve- 
nue of record and actual ownership, the names and post-office addresses 
of debtor corporations and withholding agents, and the amounts 
withheld. 

As a record owner is held to be " the proper representative having 
the receipt, custody, control, or disposal" (sec. 9 (g), act of Septem- 
ber 8, 1916) of income of the actual owner, this showing should be 
made by means of a return by or in behalf of the actual owner when 
the actual owner is liable for a return xmder the provisions of law. 

When a return is not required to be filed by or in behalf of the actual 
owner, the showing may be made upon the certification of the record 
owner. 

Upon the showing thus made, either by certification or return, as 
the circumstances may require, the Commissioner of Internal Revenue 
will make such assessments and issue such instructions to debtors 
and withholding agents as will insure the proper collection of tax in 
accordance with the respective actual tax liabilities. 

T. D. 2401 of November 29, 1916, is modified accordingly. 

W. H. OSBOBK, 

Commissio'neT of Iniemdl Bevemie. 
Approved: 

Bteon R. Newton, 

Acting Secretary of the Treasury. 
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(T. D. 2453.) 

Estate tax. 

The deductions from the gross estate provided in section 203, paragraph 1, 
are limited to amounts allowed under the laws of the local jurisdiction. 

Treasury Department, 
OmcB OF Commissioner op Internal Revenue, 

WasMngton, D. C, March 7, 1917. 

Sir: Receipt is acknowledged of your letter of the 3d instant, 
quoting section 203, paragraph 1, of the estate-taxing act and in- 
quiring whether the phrase ^^such other charges against the estate 
as are allowed by the laws of the jurisdiction " is interpreted by the 
bureau as limiting all the preceding clauses of the paragraph ; that 
IS, whether any amounts could be deducted from the gross estate 
because of funeral expenses, claims against the estate, losses, etc., 
which were in excess of the amounts allowable under the laws of 
the local jurisdiction. 

While the punctuation and construction of the paragraph may not 
be absolutely conclusive upon this point, it is the opinion of this 
office that the limitation set up in the concluding part of the para- 
graph applies to all the items enumerated in the paragraph; that 
is, there could not be deducted from the gross estate in determining 
the net estate liable to tax any funeral or other expenses or any 
losses and charges which were in excess of the amounts allowable 
under the laws of the local jurisdiction as credits to administrators 
or executors in their accounts in the probate courts. 

It is so ruled. 



Respectfully, 



Mr. 



Wm. H. Osborn, 
Commissioner of Internal Revenue. 



(T. D. 2454.) 
Estate tax. 



Duties of heirs, donees, trustees, fiduciaries, transfer agents, and others having 
or coming into possession of property of a decedent whose estate is liable 
for estate tax. 

Treastjrt Department, 
Office op Commissioner op Internal Reventte, 

Washington^ D. G.^ February ^5, 1917. 
To collectors of internal revenue: 

Section 200 of the revenue act of September 8, 1916, in defining 
the term *'executor " as including, " if there is no executor or ad- 
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ministrator, any person who takes possession of any property of 
the decedent," clearly intended to provide that wherever circum- 
stances are such that the Government could not proceed against an 
administrator or executor for satisfaction of the requirements of 
the taxing act there shall be no failure, because of inability to hold 
others in possession responsible, to collect the whole tax due. 

Careful consideration has been given in the light of this intent of 
Congress to the problem of determining how far the duties of filing 
30-day notice and return and making tax payment may be left 
solely to duly appointed executors or administrators, and to what 
extent, in order to insure the collection of tax due, others in posses- 
sion must be required to assume these responsibilities. As a result 
of this consideration the following supplemental regulations are 
promulgated, under authority of section 212 of the act. 

Estates of resident decedents. 

Thirty-day notice (Form 705) must be filed, within 80 days after 
death of the decedent whose estate is taxable, by others than executors 
or administrators, as follows: 

(1) By the surviving husband or wdfe, as the case may be, for one- 
half the value at the decedent's death, of community property owned 
by the decedent and the survivor. 

(2) By the first taker after the decedent of any of decedent's real 
property where this passes, in accordance with the local law, directly 
to the heirs of decedent. 

(3) By donees who have received within two years prior to the de- 
cedent'« death any gift of material value from the decedent, or who 
have received at any time whatever gifts made by decedent in contem- 
plation of, or intended to take legal effect at, death. 

(4) By trustees holding property conveyed during lifetime by the 
decedent in contemplation of death or with intent to provide for 
others than decedent at or after decedent's dfeath, regardless of the 
date^of the instrument making the conveyance, or the date of posses- 
sion by the trustee, or the date of vesting of the right of survivors to 
possession or enjoyment at or after decedent's death. 

(5) By fiduciaries holding property of any kind jointly or in en- 
tirety for the decedent and another or others. 

(6) By any other person, persons, joint-stock companies, corpora- 
tions, or associations holding at, or taking immediately upon, de- 
cedent's death any property inclusive in the gross estate under the 
definition of section 202 of the taxing act", which property may not 
be taken in charge by decedent's executors or administrators, if any. 

76551°— VOL 19—17 4 
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When the collector of internal revenue shall receive Form 705, 
filed as above required, he shall proceed as indicated in Article XII 
of regulations No. 37. If, at the expiration of one year from de- 
cedent's death, it has not been ascertained that an administrator or 
executor has been appointed for the decedent's estate, the collector 
will proceed to secure return and tax payment from the beneficiary 
or beneficiaries, in accordance with Articles XVI and XVII of regu- 
lations No. 87. ' 

Estates of nonresident decedents. 

The 30-day notice (Form 705) is required to be filed for all prop- 
erty of every kind, located or legally situate in this country (includ- 
ing Hawaii and Alaska), by those agents or representatives, donees, 
transferees, trustees, or fiduciaries of a decedent dying domiciled 
abroad, whether alien or citizen of the United States. The notice 
must be filed within 30 days from decedent's death with the collector 
of internal revenue in whose district the property within this country 
is situate, unless the local agent, etc., having the property in charge 
knows that there is other property of decedent located in another 
collection district, in which case the notice is to be filed with the col- 
lector of internal revenue, Baltimore, Md. 

If it be not possible for the local agent, representative, etc., to file 
the notice within 30 days from death of the nonresident, the penalty 
denounced in section 210 will not be asserted if the notice is filed 
within 30 days from the day upon which the local agent, representa- 
tive, etc., receives information of the nonresident decedent's death. 

Each collector receiving Form 705 showing property ' of .a non- 
resident will immediately inform the commissioner of the fact. A 
record will be kept in the commissioner's office from which it can be 
determined whether Forms 705 for a given estate have been filed in 
more than one collection district, in which case the several collectors 
will be instructed to forward the Forms 705 to the collector at Balti- 
more, Md. 

In due time, if the administrator or executor of the nonresident 
decedent has failed to file return as provided in section 203, para- 
graph (b), and pay the tax due, the collector shall require such re- 
turn and tax payment from the local agent, representative, etc. No 
deductions whatever from the gross estate will be allowed in such a 
case unless all the property of the nonresident decedent is shown to 
be located in this country and it is established that all has been 
returned for estate tax. Where there is more than one holder in 
this country of decedent's property, the collector will aggregate the 
separate returns, proceeding in accordance with Article XVII of 
regulations No. 37. 
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Under no circumstances may the local agent, representative, etc., 
release to a foreign administrator or executor or a foreign beneficiary 
of the decedent any property within this country at the time of 
decedent's death until either (1) the tax due because thereof has 
been paid or (2) ancillary letters have been taken out in this country 
or otherwise provision has been made by the estate for the satisfac- 
tion of the tax lien resting upon the decedent's property in this 
coimtry. When such ancillary letters have been taken out or such 
provision has been made, the local agent, representative, etc., shall 
immediately inform the collector fully as to the facts. 

An administrator or executor acting in a foreign country will 
not be recognized as relieving others in charge or possession of a 
decedent's property from responsibility for satisfying the require- 
ments of the* taxing act unless and until he has made return and 
tendered payment of all tax due. The penalty denounced in sec- 
tion 210 of the act will be asserted against every agent, representa- 
tive, etc., in this country releasing to a foreign administrator or 
executor or beneficiary of the decedent the property within this 
country, except where the requirements of this regulation have been 
complied with. 

The above regulation fully applies' to transfer agents of corpo- 
rate stock or bonds, receiving into possession for transfer purposes 
such personalty of a nonresident decedent. The transfer shall not 
be effected or the stock or bonds released to the foreign adminis- 
trator or executor or the succeeding beneficiary until the transfer 
agent shall have been fully assured either that the tax due has 
been paid or that ancillary letters have been taken out in this 
country or provision otherwise made for the satisfaction of the tax 
lien against the estate. 

This ruling applies also to safe-deposit companies, warehouses, 
and similar custodians of property in this country of a nonresident 
decedent, to brokers holding as collateral securities belonging to a 
nonresident decedent, to banking institutions holding money of 
nonresident decedents on deposit or for any specific purpose, such 
as the purchase of goods, so long as the title rests in the nonresident 
decedent, his estate or his heirs, and to debtors in this country of 
nonresident decedents. 

It does not apply to carriers of property of a nonresident decedent 
while such property is in their charge for the purpose of transit. 

W. H. OSBORN, 

Corrmiissioner of Internal Bevenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treaanry. 
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(T. D. 2466.) 

Distilled spirits. 

Applications for, and record of, wholesale liquor dealers' stamps. 

Treasury Depabtmbnt, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C.y March H^ 1917. 
To collectors of internal revenue: 

Form 92 (application for wholesale liquor dealer's stamp) has 
been revised and the revised form will be used to the exclusion of ali 
former editions, both of Form 92 and Form 92^, on and after July 1 
next. 

On July 1 the keeping of record 41 will be discontinued and in 
lieu thereof Form 92 will be filed, folded, in check-size drawers, in 
chronological order behind guide cards bearing the names of the 
wholesale liquor dealers applying for stamps. The filing of these 
forms in folded condition instead of flat is deemed necessary in 
order to prevent the separation of the stamp slips from the forms to 
which they pertain. , Two files will be maintained for this purpose, 
one for applications covering the entire quantity of spirits in the 
package and the other for applications covering only a portion of 
the contents of the package. The first of these will be designated, 
for convenience, as- the " dead file " and the second as* the " live file." 
As soon as the balance on any application has been exhausted the 
same will be transferred from the " live file " to the " dead file," so 
that the former will at all times contain applications showing a 
balance of spirits still due, while the latter will contain applications 
on which no balance is due and which are consequently not current. 
In cases where more than one application is made those subsequent 
to the first will be filed therewith until disposition shall have been 
made of the entire quantity, when the various applications are to be 
transferred to the " dead file " according to their dates. 

A moderate supply of the revised Form 92 will be forwarded to 
collectors in time for distribution before July 1, after which date all 
blanks of Form 92 and Form 92^ of former editions will be destroyed, 
wholesale dealers being given to understand that applications on the 
old forms will not be accepted after that date. 

Check-size drawers are standard equipment, coming in sections 
containing either three or six drawers. The inside dimensions of 
each drawer should be not less than 9| inches wide, 4^ inches high, 
and 15 inches deep. Where equipment of this kind is not on hand, 
collectors (whose districts furnish business of this kind) whose 
offices are located in 'Federal buildings should file requisition at 
once upon the custodian of the building for the necessary sections 
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of check-size drawers of dimensions mentioned for filing Form 92. 
Collectors whose offices are not located in Federal buildings should 
obtain competitive bids from local dealers in this class of equipment, 
and submit same, together with their recommendations, to this office. 
The regulations in regard to applications for wholesale liquor 
dealers' stamps and record thereof in collectors' offices are hereby 
modified accordingly, to take effect July 1, 1917. 

David A. Gates, 
Acting Comrmssioner of IrUemal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2456.) 

Assignment cf storekeeper-goMgers to distilleries , etc. 

Treasury Department, 
Office of Commissioner of Internal Eevenub, 

Washington^ D. 0.^ March 16^ 1917. 
To collectors of internal revenue and others concerned: 

The provisions of T. D. 2438 of January 29, 1917, are hereby 
modified as follows : 

Hereafter, under the authority conferred by section 3153, Eevised 
Statutes, as amended, at each distillery in operation where the daily 
surveyed capacity is 150 bushels of grain or less one officer in the 
dual capacity of storekeeper-gauger will be assigned to perform all 
necessary services thereat. 

At each distillery in operation where the daily surveyed capacity 
exceeds 150 bushels one or more officers in the dual capacity of store- 
keeper-gaugers and one or more storekeeper-gaugers in the separate 
capacity of gaugers will be assigned to perform all necessary services. 

At all distilleries under suspension storekeeper-gaugers in the dual 
capacity will be assigned unless the capacity of the distillery exceeds 
500 bushels daily, when one or more storekeeper-gaugers in such 
dual capacity and one or more storekeeper-gaugers in the separate 
capacity of gaugers will be assigned to meet the needs of the service. 

Officers in the dual capacity of storekeeper-gaugers will also be 
assigned whenever and wherever, in the opinion of the Conmiissioner 
of Internal Eevenue or the collector it is deemed advisable, regardless 
of the capacity of the distillery, whether or not it is in operation or 
the quantity of spirits in warehouse. 

The signatures of the various officers will be in conformity with 
the character of their assignments. 
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All officers assigned in the dual capacity of storekeeper-gangers, as 
well as those assigned in the capacity of gangers, will be required to 
remain on duty throughout the usual working hours of the day, re- 
gardless of the quantity of spirits gauged ; and both will perform any 
and all kinds of service under the direction of ihe collector and the 
officer in charge as may be necessary. The collector will indicate 
which officer is to have charge, as contemplated in T. D. 2488. 

Collectors will indicate the character of services performed, as 
near as practicable, on Form 241, as instructed in T. D. 2438, care 
being exercised, however, in the case of those who are to be assigned 
in the separate capacity of ganger. 

Storekeeper-gangers assigned as gangers will be compensated by 
fees, as heretofore, at the rates stated in the Gaugers' Manual. 

This modification will be effective on and after the 1st instant and 
collectors will reconmiend accordingly. 

Davto a. Gates, 
Acting Gommissioner of Internal Revenue. 

Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2457.) 

Capital-stock tax. 

A corporation organized for the purpose of buying, owning, exploring, develop- 
ing, leasing, improving, selling, and dealing in lumber lands, mining lands, 
or other real property Is " engaged in business " and subject to the capital- 
stock tax. 

Treasury Department, 
Office of Commissioner op Internal Kevenue, 

Washington^ D. C.^ March 14, 1917. 
Sir: Receipt is acknowledged of your letter of the 9th instant, 

inclosing a copy of a communication from the Coal & Coke 

Co., which is assessed $325.25 capital-stock tax on your Form 23 C 
for January, 1917, folio 4, line 11, contending that it is not subject 
to this tax, inasmuch as it is " not an operating company, but is the 
owner of lands and coal lands * * * which have never been 
mined since the organization of the company." 

Mr. , secretary and treasurer of the company, refers to a 

statement made by a collector of internal revenue that he "is not 
enforcing the payment or assessing any taxes against companies 
that are not operating." 

In reply to your inquiry you are advised that Mr. has 

undoubtedly misinterpreted the statement of the collector as apply- 
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ing to his company. Under the decision of the Supreme Court in 
the case of Von Baumbach v. Sargent Land Co. et al., decided 
January 15, 1917 (printed in T. D. 2436), it is very clear that a 
company organized for the purpose of buying, owning, exploring, 
developing, leasing, improving, selling, and dealing in lumber lands, 
coal or other mining lands, tenements, and hereditaments is an 
active corporation if it performs any of those powers, and is subject 
to the capital-stock tax. 

It appears from Mr. 's letter that the Coal & Coke 

Co. is not a corporation that has discontinued business, as in the case 
referred to in Zonne v. Minneapolis Syndicate (220 XJ. S., 187), 
but is still active and is maintaining its organization for the purpose 
of continued efforts in the pursuit of profit and gain and such 
activities as are essential to those purposes. 

A number of inquiries have been made regarding the liability of 
corporations of this character to the capital-stock tax, and this 
office has held in each case that a company organized for the purpose 
of owning, developing, and speculating in mining land or other real 
property is engaged in business within the language of the several 
Supreme Court decisions, and is subject to the capital-stock tax im- 
posed under section 407, act of September 8, 1916. 
Eespectfully, 

Davto a. Gates, 
Acting Com/missioner of Internal Revenue. 

Collector Internal Revenue, 

Parkersburg^ W. Va. 



(T. D. 2458.) 
Munitions manufacturers^ tax. 

Net profits received in 1916 or subsequent years on munitions contracts entered 
into but not fully performed prior to January 1, 1916, shall be returned 
for the purpose of the tax as income of the year in which received. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. 6'., March 16^ 1917. 
To collectors of internal revenue: 

Your attention is called to the fourth full paragraph of article 
10, regulations 39, issued under date of October 24, 1916, which reads 
as follows : 

If, however, the contracts were not fully performed prior to January 1, 1916, 
any profits resulting from that part of the contracts performed subsequent to 
January 1, 1916, must be returned for the purpose of the tax. 



Digitized by VjOOQIC 



56 

This paragraph would imply that any profits received subsequent 
to January 1, 1916, resulting from that part of the contracts per- 
formed prior to that date, might be omitted from the income re- 
turned for the purpose of the tax. To the extent that this paragraph 
is subject to this interpretation, it is erroneous. 

Section 301 of Title III of the act of September 8, 1916, contains 
a proviso which reads as follows : 

Providedy however, That no person shaU pay such tax [12i per cent on the 
entire net profits] upon net profits received during the year nineteen hundred 
and sixteen derived from the sale and delivery of the articles enumerated in 
this section under contracts executed and fully performed by such person prior 
to January first, nineteen hundred and sixteen. 

This proviso applies only in cases wherein the contracts were both 
executed and fully performed by the contractor prior to January 1, 
1916, all manufacturing having been completed and all deliveries hav- 
ing been made, so that there remains only the collection of any 
amounts due and unpaid on such fully performed contracts. 

In such cases the amounts received subsequent to January 1, 1916, 
on such fully performed contracts will not be returnable for the pur- 
pose of the tax when received. If, however, subsequent to January 1, 
1916, net profits are received on contracts entered into and but par- 
tially completed prior to that date, the amount of such net profits so 
received on such partially completed contracts shall be returned as 
taxable profits for the year in which received. Except as indicated 
in the proviso hereinbefore quoted, the tax imposed by this title is 
assessable upon the entire net profits received or accrued during the 
taxable year. 

Whether any net profits received subsequent to January 1, 1916, are 
taxable under this title will depend upon whether or not the contract 
imder which the, profits accrued was fully performed prior to that 
date. Unless the contract was so fully performed prior to January 1, 
1916 — ^that is, unless the contractor had fully complied with all the 
terms of his contract, both as to the manufacture and delivery of the 
articles covered by the contract — any profits received subsequent to 
January 1, 1916, on such contract, even though in payment of deliv- 
eries made prior to that date, must be returned for the purpose of the 
tax for the year in which received. 

In so far as the paragraph in article 11, regulations 39, implies 
that any profits which accrued on deliveries made in 1915 under con- 
tracts not fully performed prior to January 1, 1916, and which profits 
were received subsequent to that date, should not be returned as 
taxable income when received, it is erroneous, and is hereby annulled. 

The tax being imposed upon net profits received or accrued, the 
revised ruling, as hereinbefore set out, contemplates that all net profita 
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received subsequent to January 1, 1916, on contracts not then fuUv 
performed must be returned as taxable profits of the year in which 
received, regardless of when they may have been earned or accrued. 
Hence net profits received subsequent to January 1, 1916, on deliveries 
made under contracts which were but partially performed at that 
date constitute taxable income of the year in which received and 
can not be lawfully excluded therefrom. 

Collectors will advise munitions manufacturers of the substance of 
this decision. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2469.) 
UntaX'paid wines in hands of dealers. 

Uotax-paid wines stored on unbonded premises to be tax paid on or before 

May 1, 1917. 

Treasury Department, 
Office of Comacissioner of Internal Revenue, 

Washington^ D. C, March IS, 1917. 
To collectors of interned revenue and others concerned: 

Section 402 of the act of September 8, 1916, in authorizing the 
establishment of bonded premises for the storage of untax-paid wines 
provides that the tax therein imposed "shall be paid by stamp on 
removal of the wines from the customhouse, winery, or other bonded 
premises." 

By regulation (regulations 28, supplement 2) wholesale dealers 
having unstamped wines on hand at the time this act took effect — 
namely, the day following its passage — ^were permitted to hold such 
wines on premises not then bonded. This privilege was accorded in 
view of the early date on which the act named went into effect, and 
the further fact that under the previous act of October 22, 1914, 
such dealers were permitted to hold unstamped wines on. unbonded 
premises. 

Ample time has now been granted such dealers to bond their prem- 
ises or to pay the tax on the wines so held by them, and collectors 
will at once notify all such dealers in their respective districts that 
the tax on all such unstamped wines so held must be fully tax paid 
on or before May 1, 1917, and that all untax-paid wines found on 
unbonded premises after that date will be seized for forfeiture. 
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So much of regulations 28, supplement 2, as is inconsistent here- 
with is hereby revoked. 

David A. Gates, 
Acting Commissioner of Internal ReveniLe. 
Approved. 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2460.) 

Emergency revenue act of October S^, 1911^ — Special tax on hankers — 

Decision of court. 

1. Capital, Susplus, and Undivided Profits Employed in Banking. 

The capital, surplus, and undivided profits of a trust company doing busi- 
ness as banker invested in stocks, bonds, and securities are treated as used 
and employed in banking within the meaning of section 3 of the act of October 
22, 1914. The tax imposed is upon so much thereof as are used in the banking 
business. 

2. Assets of the Ck)MPANY. 

The deposits and the investments are all equally assets of the bank. The 
claims of depositors are liabilities of the bank. The capital, surplus, and un- 
divided profits are simply what may be left after the satisfaction of the 
liabilities to depositors and other creditors. The creditors may be paid out 
of any portion of the assets of the company, and the capital, surplus, and 
undivided profits represent a residue which, like the claims of creditors, may 
be made good out of any of the securities, cash, bills of exchange, promissory 
notes, or other resources of the bank, including its real estate. 

3. Permanent Investments — Bookkeeping. 

It is a question of fact to be determined at the trial how far the permanent 
investments were employed in banking. The fact of employment or non- 
employment is not to be determined by methods of bookkeeping but by real 
transactions. 

4. Fabmebs' Loan & Tbust Co. v. Tbeat (171 Fed., 301) Distinguished. 

This case is distinguished from the cases of Central Trust Co. v. Treat and 
Farmers* Loan &, Trust Co. v. Treat (171 Fed., 301). 

5. Validity of the Assessment. 

The burden is on the company to establish by a preponderance of evidence 
that the tax collected, or some part of it, was not due. 

6. Tax Not Unconstitutional. 

The contention that the tax is unconstitutional because it is a direct tax 
and not apportioned is without merit. 

7. Revebsal of Judgment. 

Judgment of the District Court is reversed and the case remanded for a 
new trial. 

Treasurt Department, 
Office of Commissioner of Internal Bbvenue, 

Washington, D. C, March 17, 1917. 
The appended decision of the United States Circuit Court of 
Appeals for the Second District, also the concurrent opinion of 
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Judge Ward, in the ease of Charles W. Anderson, collector of internal 
revenue, v. Farmers' Loan & Trust Co., are published for the informa- 
tion of internal-revenue officers and others concerned. 

David A. Gates, 
Acting Commiasioner of Internal Revenue. 



United States CntcxnT CJoubt of Appeals fob the Second Circuit. 

Charles W. Anderson, late collector of internal revenue, second district of New 
York, plaintiff in error {defendant below), v. Partners Loan d Trust Co,, 
defendant in error (plaintiff below). 

Before Coxe and Wabd, Circuit Judges, and Augustus N. Hand, District Judge. 

The Farmers Loan & Trust Co. brouglit an action in the District Court for 
the Southern District of New York against the former collector of internal 
revenue to recover $4,809.34, the amount of taxes paid under protest. The 
taxes were imposed under the war-revenue act, chapter 331 of the laws of 1914 
(38 Stat. L., pp. 745-764). Section 8, subdivision "First," provides: 

Bankers shall pay $1 for each $1,000 of capital used or employed, and in 
estimating capital, surplus, and undivided profits shall be included. The amount 
of such annual tax shall in all cases be computed on the basis of the capital, 
surplus, and undivided profits for the preceding fiscal year. Every person, 
firm, or company, and every incorporated or other bank, having a place of busi- 
ness where credits are opened by the deposit or collection of money or cur- 
rency, subject to be paid or remitted upon draft, check, or order, or where 
money is advanced or loaned on stocks, bonds, bullion, bills of exchange, or 
promissory notes, or where stocks, bonds, bullion, bills of exchange, or prom- 
issory notes are received for discount or sale, shall be a banker under this 
act: ♦ ♦ ♦. 

The Farmers Loan & Trust Co. is authorized by the laws of New York, 
under which it Is chartered, to do a banking business as well as a trust- 
company business. While it is one of the principal companies in New York 
which acts as executor, trustee, guardian, and depository, it also does a very 
large banking business under the definition of a " banker " given in the section 
of the war-revenue acjt above quoted. 

The trial Judge directed a verdict for the Farmers Loan & Trust Co. at the 
trial for the recovery of the tax from the former collector to whom it was 
paid, and upon the Judgment on that verdict a writ of error has been granted. 

Augustus N. Hand, District Judge : Three principal questions are involved : 

(1) Was any part of the capital, surplus, or undivided profits of the trust 
company used or employed in banking? 

(2) If any part was so used or employed, did the Commissioner of Internal 
Revenue have any proof of that fact before him which could furnish a basis for 
a lawful tax? 

(3) If the commissioner had no such proof was the tax, even tJiough in fact 
due, legally collectible? 

If the first question is answered in the negative, manifestly no tax could have 
been imposed in any event. 

The trust company held investments to an amount exceeding the capital, sur- 
plus, and undivided profits. While these investments changed from time to 
time, they were held for long periods, and assets of the amount indicated may 
fairly be said to have been regularly invested. In 1906 the trust company for 
the first time opened a so-called " capital investment account," to which bonds 
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and mortgages were debited to an amount exceeding the capital surplus and 
undivided profits. These mortgages appear to have been carried from the se- 
curities account and entered in this capital account in pencil. 

We do not think that the possession of securities of a value exceeding the 
capital, surplus, and undivided profits is proof that no part of the capital, sur- 
plus, and undivided profits is used, or employed in banking. Deposits are not 
the property of the depositors but of the trust company. The relation of a bank 
and its depositors is that of debtor and creditor, so that the deposits and the 
investments are all equally assets of the bank. The claims of depositors are lia- 
bilities of the bank. The capital, surplus, and undivided profits are simply what 
may be left after the satisfaction of the liabilities to depositors and other cred- 
itors. The creditors may be paid out of any portion of the assets of the company, 
and the capital, surplus, and undivided profits represent a residue which, like 
the claims of creditors, may be made good out of any of the securities, cash, 
bills of exchange, promissory notes, or other resources of the bank, including 
its real estate. No segregation took place, and the attempted segregation was 
an artificial transaction that, in our opinion, had no reality. The statute, upon 
any other theory, becomes futile and meaningless and enables any bank holding 
investments equivalent in value to its capital, surplus, and undivided profits to 
be exempt from any franchise tax under the war-revenue act 

Judge Wallace, writing for this court in the case of Leather Manufacturers' 
National Bank v. Treat (128 Fed., 262), said that undivided profits were taxable 
as part of the surplus employed in the banking business under the provisions 
of the war-revenue act of 1898, which taxes capital and surplus employed in 
banking, and remarked that — 

The argument for the plaintiff in error. If carried to its logical conclusion, 
would enable a banking corporation to escape the tax at its volition merely by 
refraining from making any distinct appropriation of the undivided profits. 
The tax reaches whatever has become substantially a part of the capital of the 
corporation without regard to bookkeeping. Upon the facts set forth in the 
complaint there is nothing to distinguish the undivided profits in controversy 
from the fund which many banking associations carry for years under that 
name, and which, though not technically surplus or theoretically capital, are 
actually a part of the capital of the bank. There is nothing in the circum- 
stance that they were considered by the bank as a fund applicable to extra 
dividends and to unexpected losses and to depreciation of assets to distinguish 
such accumulations from the technical surplus fund of the hank. 

Judge Lacombe, upon the trial of the cases of Central Trust Co. v. Treat and 
Farmers* Loan & Trust Co. v. Treat (171 Fed., 301, 302), distinguished these 
cases from the case of Leather Manufacturers' Bank v. Treat, supra, by saying 
that in that case the company — 

was a bank engaged solely in a banking business, and presumably all the prop- 
erty that it had was employed in such business. But in the case at bar the 
plaintiff is not a bank or banker, and, although it does some of the things 
enumerated in the section as indicative of such business, its principal business 
seems to be distinctively that of a trust company. 

It will be observed that the " capital and surplus," which is subjected to the 
tax, is that which is used or employed by the banker, i. e., in the banking busi- 
ness. The evidence shows that the entire amount of these undivided profits 
before, during, and at the end of the fiscal year were Invested In municipal and 
railway bonds and in the stocks of the <iorporations and were not in any sense 
employed in the business of banking, although the ownership of this large 
amount of securities available to make good losses in any of the enterprises 
which the corporation was conducting naturally Increased its credit generally. 

Thus Judge Lacombe seems to have based his decision primarily on the ground 
that the Farmers Loan & Trust Co.'s " principal business was distinctively that 
of a trust officer," and upon a finding of fact that the capital and surplus were 
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" invested in municipal and railway bonds and in the stocks of corporations, and 
were not in any sense employed in the business of banking." This finding was 
based upon an affidavit of the president of the trust company in which it was 
stated ^t folio 200 of the record on appeal to this court that — 

The entire capital and undivided profits of the said The Farmers Loan & 
Trust Co. are invested in real estate, bonds of the Government of the United 
States, and of the city of New York, State of New York. 

Upon this record the Judge writing the opiuion of this court said that — 

The agreed statements show that the capital and surplus of both companies 
are permanently invested in stocks and bonds. Treat v. Farmers Loan & Trust 
Co. (185 Fed., 760). 

It is obvious that the trial judge in the present case was wholly controlled 
by what he conceived to be the rule laid down in Treat v. Farmers Loan & 
Trust Co., supra. He said in answer to argument of counsel for the Government : 

I am wholly persuaded that the ruling of the higher court was that for the 
purpose of avoiding the taxes under the act of 1898 it was enough if an amount 
of money, I care not where derived, equal to or greater than the aggregate of 
capital, surplus, and undivided profits was kept permanently invested. ♦ ♦ * 

We do not think that the Treat case Justified this conclusion of the trial 
judge and regard the case of Canal & Banking Co. v. New Orleans (©9 U. S., 
97), as holding that no such application of investments to capital, surplus, and 
undivided profits follows from the mere possession of them. In that case the 
Canal & Banking Co. was assessed by the City of New Orleans for $700,000 as its 
capital, and the bank refused to pay the assessment, alleging that its capital 
not invested In real estate consisted of legal-tender notes of the United States. 
The Supreme Court said : 

♦ ♦ * There was no proof In the cause to establish the fact that these 
notes constituted the capital of the bank any more than that any other equal 
portion of its assets constituted such capital. 

The nominal capital of the bank was $1,000,000 and, estimating Its real 
estate at $200,000, the assessment was still $100,000 less than the balance of 
the nominal capital, and It was conceded that the bank had a large amount of 
assets Independent of the currency In Its possession. ♦ ♦ ♦ Now, does it 
lie with the bank to put Its finger on a particular item of the assets — Its money 
on hand, for example (which appears to have consisted of legal tenders) — and 
say that this item, and no other Item, constituted Its capital at that time? 
Does this depend on the mere option of the bank ? Why was not Its cash on hand 
just as applicable to Its deposits and other obligations as to its capital? Not 
a particle of proof was offered, and it is difficult to see how any proof could 
have been offered to show that the cash exclusively constituted the capital. 

See, to the same effect. People ex rel. Commercial Cable Co. v. Morgan (178 
N. Y., at p. 440) ; State ex rel. Jacobs v. Assessor (37 La. Ann., 851) ; German- 
town Trust Co. V, Lederer (229 Fed., 799). 

Both the banking powers and the varieties of banking business done by the 
Farmers* Loan & Trust Co. have apparently increased since the decision was 
rendered In the Treat case. Judge Ward, In the opinion of the Circuit Court 
of Appeals, on the appeal from the decision of Judge Lacombe, In that case, said : 

The only business the companies do as bankers within the definition of banking 
In the act Is the opening of credits by deposit or collections of money and paying 
the same on check, draft, or order, and the loaning of money on stocks, bonds, 
or secured paper. 

By the amendment of 1914, trust companies were allowed In addition to 
their former banking powers to discount commercial paper and to accept drafts 
drawn upon them. The real distinction, however, which may be made between 
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the case of Treat v. Farmers' Loan & Trust C3o. (185 Fed., 760) and the case 
at bar is that in the Treat case the trial Judge found as a fact that the capital 
and surplus were not employed in banking, but were permanently invested. 
In Leather Manufacturers' Bank v. Treat, supra, this court had reached an 
opposite conclusion in a case where the sole business was banking. 

The Farmers' Loan & Trust Co. does a large trust business, the extent of 
which is not shown by the record. It also does a large banking business, the 
extent of which is at least partially shown. It would be possible to determine 
by further evidence the relative proportionate amounts of assets employed in 
banking and in trust business. If such a proportion were determined and it 
appeared that one-half of the assets were employed in banking and the remain- 
ing one-half in trust business it would seem to follow that one-half of the 
capital and surplus was employed in banking. The computation might be 
difficult, but it seems to us entirely practicable. 

The capital, .surplus, and undivided profits which counsel for the defendant in 
error insists were not employed in banking, but were permanent investments, 
we regard as employed in all the business of the bank of every kind. They were 
available for any use, equally with all other assets of the company, and were, 
therefore, employed both in the banking and other business. And this is be- 
cause the words " capital, surplus, and undivided profits " relate to no particular 
kind of property, but are expressions describing the amount of the residue of 
the assets after the liabilities have been deducted. 

The question will doubtless arise hereafter whether the so-called permanent 
investments of the plaintiff can be regarded as employed in banking. 

Counsel for the trust company urge that the case of Spreckels* Sugar Refining 
Co. V, McClain (192 U. S., 397) is conclusive. This is not the case. The 
Supreme Court there held that interest received by that company from its 
deposits and dividends received by it from securities of other companies which 
it owned were not taxable under the Spanish War tax as gross receipts in the 
business of refining sugar. The court said : 

But, clearly, neither interest paid to the plaintiff on its deposits in bank, nor 
dividends received by it from investments in the stocks of other companies, 
were receipts in the business of refining sugar. The moneys deposited by the 
plaintiff in bank were, we assume, on this record, the profits it had earned in 
the business in which it was engaged. Profits did not necessarily remain in 
the business ; and whether they would be divided among stockholders or be used 
in the further prosecution of the business was for the plaintiff to determine. 
They could have been used for purposes wholly distinct from the business of 
refining sugar. We are of the opinion that the receipts by the plaintiff of in- 
terest on its bank deposits had no necessary relation to the business of refin- 
ing sugar, but rested wholly upon some agreement or understanding between 
the bank and the depositor, which had no direct connection with that business. 
And the same thing may be said of plaintiff's investment of its moneys in the 
stocks of other companies. In the absence of any showing to the contrary, it 
must be assumed that the declaration or the receipt of dividends on such stocks 
was wholly apart from the particular business in which the holder of the stock 
was engaged. 

The case at bar seems somewhat different. In the first place it is doubtful if 
any such occasion for the existence of the investments appeared in the Spreckels 
case as in the case of a banking institution where large reserves are so im- 
portant to the conduct and success of business. These investments, as the un- 
divided profits in the case of Leather Manufacturers' Bank v. Treat, supra, are 
all to be regarded as employed in the business of the company. 

In the case at bar the tax is levied on capital employed in banking and not 
upon income derived from the banking business. Assets may be employed in the 
business of banking when dividends derived from them are not receipts from the 
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banking business at all. In other words, the terms of the statute regulating the 
tax in the Spreckels case were different from those in the act determining the tax 
for the case at bar. The Spreckels case, therefore, never decidied that the de- 
posits and securities of that company were not employed in the business of 
refining sugar, but only held that income derived from those assets could not 
properly be regarded as coming within the definition of receipts from the busi- 
ness of refining sugar. 

It is, therefore, a question of fact to be determined at the trial just how far 
the so-called permanent investments were employed in banking. We do not feel 
disposed to determine this as a matter of law without having before us the 
respective requirements of the plaintiff's banking and trust business for such a 
character of securities. The nature of the employment of the company's real 
estate is also a question of fact. What proportionate amount is actually used 
for the banking business and for the trust business? jf a further proportionate 
amount is used merely for leasing purposes, is such an employment in a purely 
additional line of business, or is it only in the banking and trust business because 
a mere method of saving rental for those lines of business where the land was 
too valuable to Justify a building to be occupied only for offices of the company 
itself? 

We, therefore, do not intend to intimate that the trial court is not free to 
determine from the evidence offered how far the capital, surplus, and undivided 
profits are employed in banking. But the fact of employment or nonemployment 
is not to be determined by methods of bookkeeping but by real transactions. 
We have suggested certain presumptions apparently arising from the record 
at the former trial to assist the court in dealing with the proof which is likely 
to be hereafter offered. 

At the risk of some reiteration, the foregoing views may be summarized as 
follows : 

When a trust company is organized, obtains subscriptions for capital stock, 
and then opens its doors, begins business, and receives various deposits, its 
assets comprise all its property of every kind. Some of this property it will 
invest in mortgages, bonds, and stocks; other portions it will loan; still other 
portions, constituting its cash on hand, it will hold to be drawn against by its 
customers; other portions of Its funds will be used to pay clerks who are 
engaged solely in the trust and not in the banking and of the business. We do 
not regard any specific assets as constituting capital of the company. The 
capital, and in the same way the surplus and undivided profits, are the residue 
left after paying the obligations of the bank to its 'depositors, and any other 
indebtedness it may have. These claims may be satisfied out of any property 
and the balance remaining, which is the capital, surplus, and undivided profits, 
is to be imputed equally to all kinds of property which the trust company may 
possess. The proper way therefore to determine what part of the capital, sur- 
plus, and undivided profits is employed in banking is to find out what part of 
the total assets is so employed ; when that is done, the same proportion of the 
capital, surplus, and undivided profits must be thus employed. Any other con- 
struction of the act seems to us unreasonable and to involve the almost inevitable 
result that trust companies, which are close competitors of the national banks 
(at times outstripping them in banking business) will be found to be entirely 
free from a tax which the national banks will have to pay. If investments 
in securities are held for a long time, and exceed in value the capital, and a 
designation of these investments as investments of capital can be regarded as 
indicating that the trust company employs none of its capital in banking, almost 
every trust company will escape the tax. 
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The question remains whether the Commissioner of Internal Revenue was 
shown to have had anything before l^m which Justified th^ tax, and, if not, 
whether the tax was legally collectible even though not in fact properly assessed. 
The commissioner had before him in the letter of Mr. Sinsel of January 15, 
1915 (plaintilTs Exhibit E), the fact that the trust company did a general 
banking business, and In the letter of the secretary of the company, Mr. A. V. 
Heely, dated November 30, 1914 (plaintiff's Exhibit 2), the monthly average of 
its capital, surplus, and undivided profits. These letters each stated the daim 
of the company that the capital, surplus, and undivided profits were not em- 
ployed in banking. This partial information justified the commissioner in 
concluding that the company was engaged in banking, and that it was taxable 
to some extent, but certainly furnished no sufficient basis for the assessment 
fixed, or the tax levied. The letter of Mr. Heely stated that the company was 
engaged in the business of a trust company, and, not only was this statement 
not contradicted by the letter of Sinsel we have referred to, but it is notoriously 
the fact that such is the case. The evidence before the commissioner, there- 
fore, indicated that the capital, surplus, and undivided profits were employed 
both in the business of banking and trusts. In what relative proportions did 
not appear. The commissioner might have required a further return, but we 
do not think that he was obliged to do this and might make the assessment 
upon information derived from any source. (United States Revised Statutes, 
section 3176.) 

This being the case, were the acts of the collector In collecting the tax wholly 
illegal? We think it settled by the decisions that the assessmeixjt was not made 
without Jurisdiction, and was therefore prima facie valid. United States v. 
Rindakopf (105 U. S., 418) ; Clinkenboard v. United States (21 Wall., 65). 

The fact that the commissioner might not have had sufficient evidence to 
Justify his computation did not render it void. We think it was correctly said 
in Schafer v. Craft (144 Fed., 907; 153 Fed., 175, on appeal) that— 

♦ ♦ ♦ Upon the most familiar principles one can not by suit recover any 
taxes once paid, which In fact were due even though the exact manner of their 
collection was not authorized. Dollar Savings Bank v. United States (19 Wall., 
227) ; Halfin v. Mason (15 Wall., 671) ; Northern Pacific Railroad v. Clark (153 
U. S., 252). 

In order to recover any part of the taxes, the Farmers' Loan & Trust Co. 
should have shown Just what portion of the tax was levied upon capital, surplus, 
and undivided profits which were not used or employed in banking. It was not 
sufficent to show that the- commissioner proceeded without proper evidence or 
otherwise erroneously and then to rest, but the company had the burden of es- 
tablishing, by a preponderance of the evidence, that the tax collected, or some 
part of it, was not due. 

The contention that the tax can not be lawfully imposed under the Federal 
Constitution because it is a direct tax and was npt apportioned is without 
merit. The tax is clearly upon a franchise to conduct the business of banking 
and by familiar authority is lawful. Patton v, Brady (184 U. S., 608) ; Thomas • 
V, United States (192 U. S., 363) ; Flint v. Stone Tracy Co. (220 U. S., 107). 

The Judgment must be reversed and the case remanded for a new triaL 

CONCURRENT OPINION. 

Ward, Circuit Judge : As the tax imposed is only upon so much of the capital, 
surplus, and undivided profits as are used in the banking business. Congress 
plainly contemplated that less than the aggregate of these elements might be 
so used. If the Intention had been to tax all the company's assets which were 
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so used, it would have been easy to say so. The addition of the words ** surplus 
and undivided profits " to the word " capital " shows that Congress was confining 
thtt tax to a specified portion of the company's assets. Obviously when a corpo- 
ration, as in the present case, does other business in addition to banking, the 
whole capital, surplus, and undivided profits can not be used in each. How 
much, if any, is used must be a subject for proof. This is plainly stated In 
Canal Co. v. New Orleans (99 U. S., 97), where, however, the court held that 
no such proof had been offered. Trust companies have a large and quick asset 
in the shape of their depositors' accounts, which are no part of their capital, 
surplus, or undivided earnings. When the only banking done is, as in Central 
Trust Co. V, Treat (171 Fed., 801), the opening of deposit accounts and lending 
of money on collateral, it would be quite natural for the company in doing the 
business to resort first to deposited funds and perhaps to restrict the business 
to those funds. This is true in a less degree when the banking powers are more 
extensive. While mere entries in the company's books might not be decisive, 
still they may constitute part of the proof and resort should not be had to pre- 
sumptions until positive proof fails. 



(T. D. 2461.) 

Distilled spirits lost in transit for export. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, March 16, 1917. 
To collectors of interned revenue and others concerned: 

As announced in T. D. 2350 of July 5, 1916, claims for remission 
of tax on distilled spirits lost in transit for export will not be 
required where the spirits are shipped in sealed cars and the seals, 
on arrival of the cars, are found intact, and where the loss reported 
does not exceed 4 wine gallons as to any one package, provided the 
average loss does not exceed 2 wine gallons per package as to all the 
packages gauged. 

Where the loss reported exceeds that above stated, the party giving 
the transportation bond, if claiming relief under the provisions of 
the act of December 20, 1879, as amended (articles 125-127, regula- 
tions No. 28), must clearly and fully state in his application for 
relief the cause of such excessive loss, unless it shall satisfactorily 
appear from the report of the customs ganger that, upon a careful 
inspection of the packages, he found the loss to be due to leakage 
incident to transportation, and not to any defect in cooperage, such 
as could have been discovered upon careful examination of the pack- 
age prior to shipment 

In case of such excessive loss, whether due to leakage or other 
cause, the applicant will be required to furnish a certificate from the 
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proper officer of the transportation company setting forth whether 
or not the spirits so lost were insured by or on account of said com- 
pany " in excess of the market value thereof, exclusire of the tax." 

This evidence will be required in view of the provision contained 
in section 2 of the act named and the fact that it has been recently 
discovered that in some instances the spirits reported lost were 
insured in excess of their market value, less the tax. 

The foregoing regulations will also apply to spirits lost in transit 
for export when shipped in unsealed cars, except that any loss in 
excess of 1 proof gallon per package will be a*egarded in such cases 
as excessive; and so much of T. D. 2335 and T.D. 2350 (internal 
revenue) as is inconsistent herewith is hereby revoked. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2462.) 

Pool tables and howling alleys. 

Pool tables and bowling alleys exempt under act of September 8, 1916, If tax 
would fall upon State treasury; otherwise tax is due on account of pool 
tables and bowling alleys in State armories, fire houses, etc., and also in 
clubs, Y. M. 0. A. buildings, hotels, etc. 

Treasxtry Department, 
Office of Commissioner op Internal Revenue, 

Washington^ D. C,^ February 16^ 1917. 
Sir : I have the honor to refer to your recent inquiry relative to the 
construction of the provision of the act of September 8, 1916, reading 
as follows : 

Proprietors of bowling alleys and billiard rooLis shall pay $5 for each aUey or 
table. Every building or place where bowls are thrown or where games of bU- 
liards or pool are played, except in private homes, shall be regarded as a bowl- 
ing alley or a biUiard room, respectively. 

With reference to the application of the said provision to pool 
tables, etc., maintained for the use of officers or employees, etc., of 
State and municipal governments, I have to state that careful con- 
sideration has been given to the matter, and it has been decided that 
the implied constitutional inhibition that the Federal Government 
can not tax the sovereign instrumentalities of a State government 
necessary to the exercise of its governmental functions can properly 
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be held applicable only where such amusement equipment is the 
actual property of the government itself, and the tax, if laid, would 
fall upon the public treasury. 

If, on the other hand, such implements belong to a fire or militia 
company, for instance, or the method of maintenance of the equip- 
ment is such that the tax would fall on the fire or militia companies 
or other institutions, or on the individual members thereof, it is not 
believed that the rule is applicable, and under such circumstances the 
tax is being required to be paid. 

Attempts have also been made to convince this office that the term 
"private home" is applicable to such institutions as clubs, lodge 
halls, charitable homes for aged persons, etc. I do not think that 
such establishments are aptly described by the term " private home," 
and the conviction is felt that the words, as used in the act, were 
intended to be taken in their common and ordinary meaning as de« 
scribing individual or family residences. It has accordingly been 
held that the tax is applicable to pool or billiard tables and bowling 
alleys in clubs, fraternity houses, lodge halls, charitable institutions, 
Y. M. C. A. buildings, hotels, boarding houses, etc. 
^ It seems scarcely necessary to state that under the law as it now 
stands the fact that the use of amusement equipment is restricted to a 
certain class and is not open to the public is no ground for exemption. 
Respectfully, 

W. H. OSBORN, 

Cofwmissioner of Internal Revenue. 
Hon. . 



(T. D.2463.) 
Islands acquired from Denmark. 

An act to provide a temporary government for the West Indian Islands acquired 
by the United States from Denmark by the convention entered into between 
said countries on August 4, 1916, and ratified by the Senate of the United 
States on September 7, 1916. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingfonj D. (7., March ^4, 1917. 
The appended extract of an act of Congress to provide a temporary 
government for the West Indian Islands, acquired by the United 
States from Denmark, approved March 3, 1917, is published for the 
information of internal-revenue officers and others concerned. 

David A. Gates, 
Acting Gonmdaaioner of Internal Revenue, 
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Sbc. 3. That on and after the passage of this act there shall be levied, col- 
lected, and paid upon all articles coming into the United States or its possessions, 
from the West Indian Islands ceded to the United States by Denmark, the rates 
of duty and internal-revenue taxes which are required to be levied, collected, 
and paid upon like articles imported from foreign countries : Provided, That all 
articles, the growth or product of, or manufactured in such islands from mate- 
rials the growth or product of such islands or of the United States, or of both, 
or which do not contain foreign materials to the value of more than twenty per 
centum of their total value, upon which no drawback of customs duties has been 
allowed therein, coming int6 the United States from such islands shall hereafter 
be admitted free of duty. 

Sec. 4. That until Ck)ngress shall otherwise provide all laws now impoeins; 
taxes in the said West Indian Islands, including the customs laws and regu- 
lations, shall, in so far as compatible with the changed sovereignty and not 
otherwise herein provided, continue in force and effect, except that articles the 
growth, product, or manufacture of the United States shall be admitted there 
free of duty : Provided, That upon exportation of sugar to any foreign country, 
or the shipment thereof to the United States or any of Its possessions, there 
shall be levied, collected, and paid thereon an export duty of $8 per ton of two 
thousand pounds irrespective of polariscope test, in lieu of any export tax now 
required by law. 

Sec. 5. That the duties and taxes collected in pursuance of this act shall not 
be covered into the general fund of the Treasury of the United States, but 
shall be used and expended for the government and benefit of said islands under 
such rules and regulations as the President may prescribe. 



(T. D. 2464.) 

Form 108 abolished. 

Discontinuance of collector's monthly report of spirits gauged. 

Treasury Department, 
Office of (Commissioner of Internal Revenue, 

Washington,^ D. G.^ March 23^ 1917. 
To collectors of internal revenue and others concerned: 

Form 108 is hereby abolished and hereafter Form 109, rendered 
monthly by gangers, will be filed with the retained Form 150 in 
collectors' offices. 

Before the monthly bill on Form 150 of a ganger who is compen- 
sated on a fee basis is paid a verification should be made in the col- 
lector's office of the gallons reported on Form 150 to see that such 
report is correct. This should be ascertained by checking Form 59, 
gauger's daily report, with the amounts reported on the gauger^s 
consolidated statement of spirits gauged each day, Form 109. 

Revenue agents on accounts, in making examination of collectors^ 
ofices, should verify from time to time the gallons gauged as showp 
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by Form 160 with Form 59 and Form 109, and where any discrepan- 
cies appear report should be made to this office. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 
Approved : 

Btkon E. Newton, 

Acting Secretary of the Treasury. 



(T. D. 2465.) 
Denatured alcohol. 

Formula No. 27 for special denaturation of alcohol for use in manufacture of 

soap liniment, etc. 

Tkeastjry Department, 
OrncE OF Commissioner of Internal Revenue, 

Washington, D. C, March H, 1917. 

Sir: Referring further to your letter of the 10th ultimo, submit- 
ting the following proposed formula as a special '^enaturant for 
alcohol, to be used exclusively in the preparation of soap liniment, 
chloroform liniment, and liquid and green soap, in accordance with 
the specifications and regulations set forth in the United States 
Pharmacopceia : Alcohol, 100 gallons; oil of rosemary, 1 gallon; 
camphor, 30 pounds, you are informed that liquid soap does not 
appear as such in the pharmacopoeia. There is a liniment of soft 
soap, but the liniment of soft soap and the green soap could not be 
made in accordance with such specifications if you used denatured 
alcohol, as you requested. It has been decided, however, to grant the 
use of alcohol, denatured as above, for use in the manufacture of 
soap liniment (XT. S. P.), chloroform liniment (XJ. S. P.), liniment 
of soft soap, and green soap when manufactured in accordance witli 
the standards of the United States Pharmacopoeia, with the exception 
that the products will contain camphor and rosemary. The dena- 
turant may be used only in a central distilling and denaturing plant 
of an industrial character, established under subsection 2 of paragraph 
N of section 4 of the act of October 3, 1913, and supplement No. 2 to 
regulatians No. 30. 

Samples of the liniment of soft soap and green soap to be manu- 
factured are to be submitted, together with the formula, in each 
instance before the bond is approved. 

Permission for the use of special denaturants at central distilling 
and denaturing plants of the character named herein must be obtained 
from this office, as provided in articles 2 and 19 of the supplement 
above mentioned. 

Respectfully, David A. Gates, 

Acting Commissioner of Internal Revenue. 

Mr. . 
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(T. D. 2466.) 
Alcoholic liquors — Alaska. 

Extracts from the act of February 14, 1917, prohibiting the manufacture and 
sale of alcoholic liquors in the Territory of Alaska. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, March «7, 1917. 
The appended extracts from an act of Congress relative to pro- 
hibition in Alaska, approved February 14, 1917, is published for the 
information of internal-revenue officers and others* concerned. 

W. H. OSBORN, 

Commissioner of Internal Revenue, 



Section 1. ♦ ♦ ♦ That on and after the first day of January, anno Domini 
nineteen hundred and eighteen, it shall be unlawful for any person, house, as- 
sociation, firm, company, club, or corporation, his, its, or their agents, oflfioers, 
clerks, or servants to manufacture, ^sell, give, or otherwise dispose of any in- 
toxicating liquor or alcohol of any kind in the Territory of Alaska, or to have 
in his or its possession or to transport any intoxicating liquor or alcohol in the 
Territory of Alaska unless the same was procured and is so possessed and 
transported as hereinafter provided. 

Whenever the term ** liquor," " intoxicating liquor," or " intoxicating liquors " 
is used in this act it shall be deemed to include whisky, brandy, rum, gin, 
wine, ale, porter, beer, cordials, hard or fermented cider, alcoholic bitters, ethyl 
alcohol, and all malt liquors, including all alcoholic compounds classed by the 
United States Internal Revenue Bureau as "compound liquors": Provided^ 
That this act shall not apply to methyl or wood alcohol. 

That any person or persons, or any house, company, association, club, op 
corporation, his, its, or their agents, officers, clerks, or servants, who shall, di- 
rectly or indirectly, violate the provisfons of this section shaU be deemed guilty 
of a misdemeanor, and upon conviction thereof shall be fined not more than 
$1,000 or shall be imprisoned for a period of not more than one year, or by both 

such fine and imprisonment. 

• «>\* • * ^ » 

Sec. 7. That all express companies, railroad companies, pubUc or private car- 
riers are hereby required to keep a separate book, in which shall be entered, 
immediately upon receipt thereof, the name of the person to whom pure alcohol 
is shipx)ed, from what city or town and State the same was shipped, and the 
name of the shipper, the amount and kind received, the date w^en received, the 
date when deliv^ed, and to whom delivered, after which record there shikll be 
a blank space in which the consignee shall be required to sign his own name, in 
ink, before such pure alcohol is delivered to such consignee, which book shall be 
open to the inspection of the public at any time during business hours of the 
company and shall not be removed from the place where <he same Is required 
to be kept. A copy of entries upon any such record herein provided to be kept, 
when certified to by the agent of any express or railroad company or any public 
or private carrier in charge of the same, shall constitute prima facie evidence 
of the facts therein stated in any court of the Territory. 

It shall be unlawful for any person, house, association, firm, company, club, 
OP corporation, his, its, or their agents, officers, clerlosi, or servants, to ship alco- 
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hol or intoxicating liquor to a false or fictitious name or person, or any person 
to receive or receipt for alcohol or intoxicating liquor in a false or fictitious 
nama 

* ' m m n • • 

Sec. 26. That the issuance by the United States of any internal revenue spe- 
cial tax stamp or receipt to any person as a dealer in intoxicating liquors shall 
be prima facie evidence of the sale of intoxicating liquors by such person dur- 
ing the time the stamp or receipt is in force and effect 

A copy of such stamp or receipt or of the record of the issuance thereof, cer- 
tified, to by a United States internal-revenue officer having charge of such 
record, is admissible as evidence in like case and with lilce effect as the original 
stamp or receipt. 

Sec. 27. That it shall be the duty of the governor of Alaska, the United States 
marshals and their deputies, mayors, and members of town councils, town mar- 
shals, and police ofllcers of \ill incorporated towns in Alaska, all Federal game 
wardens, agents of the Bureau of Fisheries and Forestry Service, customs col- 
lectors and their deputies, employees of the Bureau of Education, prosecuting 
attorneys and their deputies, and all other Federal and Territorial executive 
officers to enforce the provisions of this act. 



(T. D. 2467.) 

Capital-stock tax. 

Paragraph 2 of T. D. 2417 of December 16, 1916» amended. 

Treasury Department, 
Office of CSommissioner of Internal Revenue, 

Washington, D. C, March 27, 1917. 
To coUectors of internal revenue: 

The ruling published in paragraph 2 of T. D. 2417, of December 
16, 1916, is hereby amended and corrected to read as follows: 

Any surplus or undivided profits of a foreign corporation that are invested in 
United States bonds or other securities having no connection whatever with the ^ 
actual business of the corporation transacted in this country may be stated on 
the return. Form 708, under item 3, but should not be included under item 1 as 
" capital invested in the United States.*' 

David A. Gates, 
Acting Commissioner of Internal Revenue. 



(T. D. 2468.) 

Income tax. 

Revision of monthly list return. Form 1012, and amending T. D. 1914 of 
December 9, 1913, accordingly. 

% Treasury Department, 

Office of Commissioner of Internal Revenue, 

Washington, D. C, March £6, 1917. 
To collectors of internal reveniie: 

Income-tax Forms 1012, 1012 A, 1012 B, 1012 C, and 1012 D, as 
provided by T. D. 1914 of December 9, 1913, and as required to be 
used prior to the date of this regulation, are hereby superseded and 
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from and after the date of this regulation the monthly list return of 
normal income tax withheld from interest paid on bonds and mort- 
gages or deeds of trust or other similar obligations of corporations, 
etc., shall be in the following form : 



Form 1012. (ReviaecU 



To Bl FlLLID IN BT INTEBNA'. RBYBNUK BUBSAa. 

File No 



Auditwiby 

United States Internal Revenue. 



MONTHLY LIST RETURN OF AMOUNT OF NORMAL INCOME TAX TO 
BE PAID AT THE SOURCE. 

To be made in duplicate to the collector of internal revenue for the district 
in which the withholding agent is located, on or before the 20th day of each 
month following that for which this return is made, showing the names and 
addresses of persons who have received payments of Interest upon bonds and 
mortgages, or deeds of trust, or other similar obligations of corporations, etc^ 
on which the withholding agent is liable for the normal tax of 2 per cent. 



(Name of debtor organization.) 



( Fall post-offioe address.) 



(Name of withholding agent.) 



(FnlliMMt-offioe address.) 

(Above space to be stamped by collector, 
showing district and date received.) 

(If debtor oorporatioa makes its own withholding return, no entry need be made above on line provided 

for name of withholding agent.) 



Fob Month of 



-, 19— 



I certify that the following is a true and complete return of all normal tax 

amounting to $ , reqaired to be withheld and paid by the 

above debtor organization, with respect to all interest payments made during 
the month stated above, upon its bonds and mortgages, or deeds Of trust or 
other similar obligations ; and that there are herewith inclosed all certificates ^ 
which were presented with coupons or with respect to interest orders. 
To 



.District of- 



Collector. 



(Address.) 



Signed : 



(Capacity in which acting.) 

«LlstalphabetioaIly below only oartiOoates disclosing tax liability, bat transmit all oertifioates with thin 
retom. 

Note.— All substitute certificates of collectim; agents, authorized by regulations, that are received by 
debtors or withholding agents will be considered the same 9^ certificates of owners, and in entering same 
In making monthly list returns, debtors or withholding iwents will enter the name, address, and the 
number of the substitute certificate of the collecting agent in lieu of the name and address of the owner 
of the bonds. 



Name of payee. 


Address in full. 


Amount of in- 

come on which 

withholding 

agent is liable 

for tax. 


Amount of tax 
liabiUty. 






$. 


1 






















M (continue on Form 1 


)13 A, revised, U necessary) 


. 
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While certificates are required to be listed alphabetically where 
the volume of business is sufficiently large to require or make advis- 
able a daily listing of certificates, in all such cases alphabetical listing 
will not be insisted upon, but all certificates must b© packed and 
forwarded to this office in the order in which listed. 

Where an extension sheet is required it shall be in the following 
form: 

United States Intebnal Revenue. 

continuation sheet — ^fobm 1012 a — (revised). 



Name of payee. 


Address In fuU. 


Amount of in- 
come on which 
withholding 
agent is liitble 
for tax. 


Amount of tax 
UabiUty. 


Totals broughtf orward . . . 




$ 


S 


















Tottds carried forward 













Return on this form shall be made monthly on or before the 20th 
day of the month for income tax withheld in the preceding month. 

The use of Forms 1012 A, 1012 B, 1012 C, and 1012 D is dis- 
continued. 

A summary of monthly list returns as herein provided and made 
during a calendar year will be listed on income-tax Form 1013, and 
this annual list will be filed with the collector of internal revenue 
on or before March 1 of each year and will constitute the annual 
withholding return of debtor corporations or their withholding 
agents for normal income tax withheld from interest paid on bonds 
and mortgages or deeds of trust or other similar obligations of 
corporations, etc. 

This return shall be printed on white paper, on sheets in size 
16 by lOJ inches, and shall be printed to read along the lOJ-inch 
dimension, with horizontal and column lines and headings as shovm 
by the form herein provided. These forms will be furnished by 
the Government. 

Monthly list returns made on forms in use prior to the date of 
this regulation will be accepted by the Government up to and in- 
cluding April 20, 1917, but all monthly list returns for April and 
subsequent months shall be made on the form here prescribed. 

W. H. OSBORN, 

Comnmsioner of Internal Revenue. 

Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D. 2469.) 

Domestic wines* 

Use of sugar solution in the treatment of must or wine to correct natural 

deficiencies. 

Treasukt Department, 
Office of Commissioner of Internal Revenue, 

WasUngtan, D. C, March 28, 1917. 

Under the provisions of section 401 of the act of September 8, 
1916, the addition of sugar solution to the must or wine to correct 
natural deficiencies is authorized ''when such addition shall not 
increase the volume of the resultant product more than 35 per 
cent and the resultant product does not contain less than five parts 
per thousand of acid before fermentation and not more than 13 
per cent of alcohol after complete fermentation." 

The following table, based on the acid content and the '' resultant 
product" of such ameliorated wine, shows the number of gallons 
of water that may be added to each thousand gallons of must or 
wine. The table of allowances published in Regulations No. 28, 
supplement No. 2, of September, 1916, is hereby amended accordingly. 



Parts per mlUe fixed add. 



Oallons 
of wine. 



Oallons 

of sugar 

water 

allowed. 



Parts per mille fixed add. 



Oallons 
of wine. 



Gallons 

of sugar 

water 

allowed. 



&1. 
fi.2. 
&3. 
&4. 

5.6. 
&7. 
fi.8. 
fi.0. 
6.0. 
6.1. 
6.2. 
6.3. 
6.4. 



1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 



20.0 

40.0 

60.0 

80.0 

100.0 

120.0 

140.0 

160.0 

180.0 

200.0 

220.0 

240.0 

260.0 

280.0 



6.5 

6.6 

6.7 

6.8 

6.9 

7.0 

7.1 

7.2 

7.3 

7.4 

7.5 

7.6 

For all addity over 7.6 



1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 



aoo.0 

320.0 
340.0 
360.0 
380.0 
400.0 
420.0 
440.0 
460.0 
480.0 
500.0 
520.0 
588.4 



W. H. OSBORN, 

Oow/missioner of Internal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D, 2470.) ^ , 

Domestic wines. 

Use of sugar solution in production of wines, and storage of tax-paid wines on 

bonded pr^nises. 

Treasury Department, 
Office of Commissioner of Internal Revenitx, 

Washington^ D. (7., March 27, 1917. 
To collectors of internal revenue and others concerned: 

In defining natural wines, section 401 of the act provides that in 
the production of such wines there ^ay be added, under the super- 
vision of a gauger — 

* A solution of water and pure cane, beet, or dextrose sugar (containing, re- 
spectively, not less tlian ninety-five per centum of actual sugar, calculated on 
a dry basis) to the niu3t or to the wine, to correct natural deficiencies, when 
such addition shall not increase the volume of the resultant product more than 
thirty-five per centum, and the resultant product does not contain less than 
five parts per thousand of acid before fermentation and not more than thirteen 
per centum of alcohol after complete fermentation. ♦ ♦ ♦ And provided 
further. That wine as defined in this secti<m may be sweetened with cane sugar 
or pure condensed grape must and fortified under the provisions of this act, 
and wines so sweetened and fortified shall be considered sweet wine within the 
meaning of this act. 

Section 402 (subsection 43) of the act relating to the fortification 
of "pure sweet wine," provides — 

That the addition of pure boiled or condensed grape must or pure crystal- 
lized cane or beet sugar, or pure dextrose sugar containing, respectively, not 
less than ninety-five per centum of actual sugar, calculated on a dry 
basis, * • ♦ to the pure grape juice before fermentation, or to the fer- 
mented product of such grape juice, or to both, prior to the fortification 
herein provided for * * ♦ or for the purpose of perfecting sweet wines 
according to commercial standards • * • shall not be excluded by the 
definition of pure sweet wines aforesaid: Provided, however. That the cane 
or beet sugar, or pure dextrose sugar added for sweetening purposes shall 
not be in excess of eleven per centum of the weight of the wine to be forti- 
fied ♦♦ ♦. 

As construed by this office, the wine maker under the provision of 
section 401 may, for the purpose of correcting " natural deficiencies " 
in the must or wine, use sugar solution not exceeding the quantity 
limited by that section. Where wines so treated are to be fortified 
imder the provisions of section 402 of the act, the use of sugar or 
condensed grape must is also permissible, subject to the limitations 
imposed in that section. In either case referred to the use of sugar 
solution, sugar, or condensed must must be under the supervision 
of a gauger. 
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Alter wine has been so treated and fortified, the same will be sweet 
wine within the meaning of the act But where in the subseqaent 
cellar treatment of soch wine additional sogar is needed to perfect 
sadi wine according to commercial standards, the same may be 
added (if before removal from the wixterj or other b<mded premises) 
without rendering the wine makers or bcmded dealers liable to q>ecial 
tax as a rectifier. 

The use of sugar or ro(^-candy sirup in the treatment of cham- 
pagne wines, after such wines have been bottled, will be permitted 
without supervision of a ganger, in view of the small quantity used 
for such purposes, and the difficulty that may be experienced in se- 
curing the immediate services of a ganger when needed for this pur- 
pose. The making of champagne or other sparkling wines, howeTer, 
must be carried on at tiie winery where such wines are produced or 
blended, and the manufacture of artificially carbonated wine must 
be done on either the winery premises or other bonded premises. 

Wine makers and proprietors of bonded premises established un- 
der the act named, in blending or otherwise treating wines for the 
purpose of perfecting them according to commercial standards, will 
not thereby incur special-tax liability as rectifiers, as such blending, 
etc., is regarded as cellar treatment authorized by that act. 

Begarding the storage of tax-paid wines on bonded premises and 
in buildings or rooms where tax-paid spirits arcstored this office now 
holds that such tax-paid wines may be temporarily stored tat bottling 
or shipment in a room specially set apart for that purpose, although 
connected with rooms in which untax-paid wines are stored. Under 
no circumstances, however, should both tax-paid and untax-paid 
wines be stored in the same room. 

W. H. OSBOSN, 

Commissioner of Internal Revenue. 
Approved : 

W. G. McAnoo, 

Secretary of the Treasury. 



(T. D. 2471.) 

Fermented Uquors. 

Bevision of Forms 7 and 18, records 19 and 20, to be discontinued. 

Tbeasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. G.^ April «, 1917. 
To collectors of internal revenue: 

Form 7 (order for stamps — ^fermented liquor) and Form 18 
(brewer's monthly return) have been revised and the revised forms 
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will be used to the exclusion of all former editions on and after July 1 
next. A moderate supply of the revised forms will be forwarded to 
collectors in time for distribution before July 1, after which date 
all blank Forms 7 and 18 of former editions should be destroyed, 
brewers being given to imderstand that the old forms will not be ac- 
cepted after that date. 

Form 18 is the same as heretofore in substance, with the exception 
that details in the stamp account and in the fermented-liquor ac- 
count are carried forward from month to month so as to represent 
the aggregate transactions for the year to the close of the current 
month. The method of arrangement has been changed somewhat 
and is believed to have been made more logical. Provision has been 
made for reporting the quantity of nontaxable beverages sold. The 
return will be in duplicate, as heretofore, as required by law, and the 
general provisiotis of the law and regulations relating to Form 18 
will be observed. 

Commencing with July 1 next, the collector's copy of Form 18 will 
be filed in a loose-leaf binder, alphabetically, by name of brewer, thus 
constituting an original record of each month's transactions by each 
brewer and taking the place of record 20, the keeping of which on 
and after July 1 next will be discontinued. The binders in sufficient 
numbers will be furnished collectors in time for installing the new 
system, and subsequently additional binders when needed on requi- 
sition to this office. 

Commencing with July 1 next the revised Form 7 will be filed in 
collectors' offices in check-size drawers behind guide cards bearing 
the mame of each brewer, forming an original record of orders for 
stamps for fermented liquors, and taking the place of record 19, 
the keeping of which on and after July 1 will be discontinued. In 
connection with the filing of Form 7, two sets of guides should be 
used, providing a current and a closed file, the current file to contain 
stamp orders held to be checked with the monthly returns, Form 18. 
The procedure to be used in handling the stamp-order forms should 
conform as nearly as practicable to the instructions given in mimeo- 
graph 1451 relating to stamp-order Forms 168, 172, etc. 

W. H, OSBORN, 

Com/missioner of Internal Revenue. 

Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D. 2472.) 

Distilled spirits in bonded warehouse. 

Bxcessive losses of distilled spirits in bonded warehouse — Revising Oircnlar No. 
625, as published in T. D. 2409 of December 9, 1916. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, AprU «, 1917. 
To collectors of internal revenue and others concerned: 
Section 4, act of May 28, 1880, provides : 

If it shall appear at any time that there has been a loss of distilled spirits 
from any cask or other package hereafter deposited in a distillery warehouse, 
other than the loss provided for in section thirty-two hundred and twenty-one 
of the Revised Statutes of the United States, as amended, which, in the opin- 
ion of the Commissioner of Internal Revenue, is excessive, he may instruct the 
collector of the district in which the loss has occurred to require the with- 
drawal from warehouse of such distilled spirits, and to collect the tax accrued 
upon the original quantity of distilled spirits entered into the warehouse in 
such cask or package, notwithstanding that the time specified in any bond 
given for the withdrawal of the spirits entered into the warehouse in such 
cask or package has not expired. 

^ A like provision is made in section 58 of the act of August 28, 
1894, as to spirits deposited in general bonded warehouses or in 
special bonded warehouses. 

In view of the loss allowance provided in section 50, act of 
August 28, 1894, as amended, and the large excessive losses fre- 
quently discovered on a special regauge of packages in warehouses, 
collectors will hereafter require the immediate withdrawal of all 
packages showing, on regauge, a loss of 25 per cent or more over 
the statutory allowance where such excessive loss exceeds 1 proof 
gallon. 

Packages showing a loss not exceeding 25 per cent over the maxi- 
mum statutory allowance, and which have remained in warehouse 
less than four years, will be permitted to remain in warehouse imtil 
the spirits therein contained are eligible for bottling in bond, namely, 
four years from date of original gauge, provided the statutory allow- 
ance ascertained at the time such special regauge is made is ac- 
cepted by the distiller as the final allowance to be made on the with- 
drawal of the packages from the warehouse, and is so noted on 
Form 381, to be at once filed by him in duplicate. 

The retention in warehouse of such deficient packages will not be 
permitted, however, where the condition of the warehouse or the 
cooperage of the packages in the warehouse is such as indicates a 
wwt of proper care on the part of the distiller in preventing un- 
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necessary loss or wastage, or where the loss is of such extent as will 
materially affect the tax security afforded by the lien" imposed by 
section 3251, Revised Statutes. 

It will be the duty of the internal-revenue agents to frequently 
visit distillery warehouses and other bonded warehouses in their 
respective divisions for the purpose of ascertaining the condition of 
the cooperage and any excessive loss of spirits, and they will, if the 
condition of the packages seems to warrant, make a careful gauge of 
all packages indicating excessive loss and report the result of their 
inspection to this office. In this connection the attention of revenue 
agents is also called to T. D. 2405 of December 1, 1916, on the subject 
of equalizing and undergauging distilled spirits. 

Collectors will see that a copy of this Treasury decision is fur- 
nished to each distiller in their respective districts. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 



(T. D. 2473.) 

DistiUed spirits for export. 

Complete data as to each package to be reported in Fonn 59 upon withdrawal of 

distiUed spirits for export. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUngtonj D. C, April 2, 1917. 
To collectors of internal revenue amd others concerned: 

In making up Form 59, reporting distilled spirits withdrawn from 
warehouse for export upon original gauge, gangers will hereafter 
enter in the proper columns complete data as to each package appear- 
ing in the Forms 59 reporting the entry gauge. The various details, 
including the gross weight, tare, proof, etc., must be stated in order 
that the customs officers may have this information when inspecting 
the packages at the port of export. 

When distilled spirits are shipped for export in cars sealed with 
''U. S. C. in bond" seals, in accordance with T. D. 36139, dated 
February 7, 1916 the ganger will prepare a separate Form 59 for 
the packages shipped in each car, noting in the report the car num- 
ber, together with the serial numbers of the seals affixed to the car. 

The serial niunbers of the seals will abo be stated in Form 206, 
together with the serial niunbers of the packages in the space pro- 
vided at the bottom of the indorsement side of the form, 
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The bills of lading for each car will also be required to have the 
seal numbers noted thereon. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 
Approved: 

Byron R. Newton, 

Ading Secretary of the Treas'ary. 



(T. D. 2474.) 
Domestic wines. 

Where domestic tax-paid wines are shipped in tank cars the bill of lading and stampe 
afl^ed thereto to be forwarded to the Commissioner of Internal Revenue. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasTiingUmj D. (7., April 4, 1917. 
To collectors of internal revenue and others concerned: 

Article 15 of regulations 28, supplement No. 2, relating to the 
shipment of tax-paid wines in tank cars is hereby amended as follows: 

In case of shipment of tax-paid wines in tank cars, uncanceled stamps of the required 
denomination must be afiixed to the copy of the bill of lading, which bill of lading 
and uncanceled stamps will be at once* filed with the collector of the district from 
which such wines are shipped. The bill of lading and uncanceled stamps will thea 
be checked with the wine maker's or dealer's monthly statement (Forms 701 and 702), 
and will be forwarded by the collector, by registered maU, to the Commissioner of 
Internal Revenue. 

For such shipments the label to be affixed tp the car will, in addition to the pre- 
scribed marks, contain the words *^tax paid.** 

Hereafter all wines shipped in tank cars, whether in bond or tax paid, will be 
rei>orted as separate items on Form 701 or 702, as the case may be. 

Bills of lading heretofore filed with canceled or uncanceled wine stamps will be 
at once forwarded by collectors to the Commissioner of Internal Revenue. 

The changes in the above regulations respecting the mode of pro- 
cedure in case of shipment of tax-paid wines in tank cars are (1) in 
requiring uncanceled stamps to be furnished with the bills of lading; 
(2) in requiring such bills of lading and uncanceled stamps to be 
forwarded by collectors directly to the Commissioner of Internal 
Revenue; and (3) in requiring shipments in tank cars to be reported 
as separate items on Form 701 or 702. 

Wines shipped to other than bonded premises on which the tax 
has not been paid by stamp will be seized and the shipper thereof 
will be prosecuted under the provisions of section 402 (par. f ) of the 
act of September 8, 1916. 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Approved: 

Btbok R. Newton, 

Acting Secretary of the Treasury. 
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(T. D. 2475.) 

Corporation excise tax — Act of August 6, 1909 — Decision ofamrt. 

1. Public Utiutibs. 

The fact that plaintiff was a public utilities corporation which, under the laws of 
the State, was not the owner of the property but merely intrusted with the use 
thereof, which it must devote to the public, does not entitle it to more favorable 
treatment than other corporations, it being a corporation organized for profit, 
having a capital stock represented by shares, and the act making no exceptions in 
favor of public utilities. 

2. Moneys Rbceivbd from Consumehs of Wateb fob Sbbvicb Connections 

AND Pipe Extensions. 
Moneys so received for service connections and pipe extensions are not permitted 
to be deducted from the gross amount of the income, for they do not come within 
any of the permitted classes of deductions mentioned In the statute. Moneys so 
expended are invested in permanent improvements, which tend to enhance the 
rental and the market value of the water system. (238 Fed., 329.) 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April 4, 1917. 
The appended decision of the United States Circuit Court of 
Appeals in the case of the Union Hollywood Water Co. v. John P. 
Carter, collector, is published for the information of internal-revenue 
officers and others concerned. 

W. H. OSBORN, 

Commissioner of Internal Revenue, 



United States Cibcutt Court of Appeals fob the Ninth OiRcinT. 

Union Hollywood Water Co., a oorporaiion, platntiff in error, v. John P. Carter, ooi- 
lectcfr oj the United States internal revenue for the Sixth District of the State oj CaLi- 
fomia, defendant in error. No. tSSl. 

Before Gilbert, Morrow, and Hunt, Circuit Judges. 

GasERT, Circuit Judge: The plaintiff in error, a corporation, having paid under 
protest certain taxes under the act of August 5, 1909, section 38, for the years 1912 
and 1913, brought an action in two counts to recover the sums so paid. The facts and 
the questions involved are the same in the two counts, and it will be sufficient to 
refer only to the first. 

It is alleged therein that the plaintiff in error, being a public utility corporation 
engaged in furnishing water for domestic use and irrigatiou, received in the year 1912 
from consumers, to pay for service connections to be laid in public streets, the sum of 
$33,024.50, and that it expended in laying such service connections the sum of 
$31 ,006.12, that in the same year it received from property owners and persons engaged 
in the subdivision and sale of real estate, to pay for extensions of the water system to 
their property the sum of $52,895.65, and expended in laying such extensions in and 
through such property the sum of $51,235.12. Upon all of said sums so received for 
service connections and for the extension of the system into the lands of others, the 
plaintiff in error was required to pay a tax, although In its income-tax returns, while 
it had included those receipts in its gross income, it had claimed a credit and deduction 
7e551'— VOL 1^—17 6 



Digitized by VjOOQIC 



82 

for the amount bo expended by it for service conDections and pipe extensions. The 
court below denied the right of the plaintiff in error to recover. 

The plaintiff in error contends that the moneys so rec*eived from property owners 
were not *' gains, profits, or income' ' within the meaning of the statute; that they were 
moneys contributed solely for the purposes delgnated, and for the benefit of the 
contributors of the same, and were not subject to distribution among the stockholders 
of the corporation as dividends or otherwise* and could be used only for the specific 
purposes for which they were contributed; that while the effect of the connections 
and extensions was to increase the plaintiff in error's plant, it was not to increase its 
gains, profits, or income. 

The question so presented does not seem to have been considered in any reported 
case. The statute provides that for the determination of the amount of the annual 
excise tax, which is fixed as the equivalent of 1 per cent of the net income above 
$5,000, the net income shall be ascertained by deducting from ''the gross amount of 
the income of such corporation * * * received within the year from all sources " : 
(1) Its expense of operation paid out of income; (2) its losses, including a reasonable 
allowance for the depreciation of its property; (3) certain interest paid by it; (4) taxes 
paid by it; and (5) dividends on stock of corporations subject to the excise tax. The 
plaintiff in error being a public utility corporation, we may assume that in the ordi- 
nary course of its business its income consisted principally of the sums paid to it by 
consmners for the use of water furnished by it. But it may also have other income, 
and we are of the opinion that contributions paid by consumers of water or owners of 
land tracts for service connections and pipe extensions are income within the mean- 
ing of the act. Such contributions are moneys which come to the corporation in the 
ordinary course of its business, and they are properly included in a statement of its 
gross income "received within the year from all sources," and the corporation is 
liable to pay a tax thereon, notwithstanding that all or nearly all of the sum so received 
may have been expended within the year in betterments and the extension of its 
system. 

Moneys so received for service connections and pipe extensions are not permitted 
to be deducted from the gross amount of the income, for they do not come within any 
of the permitted classes of deductions mentioned in the statute. Moneys so expended 
are invested in permanent improvements which tend to enhance the rental and the 
market value of the water system. They are not in the nature of improvements made 
merely to facilitate the transaction of a growing business, the expenses of which have 
been held deductible as necessary expenses of the business in computing the taxable 
net income of the corporation. Connecticut Mutual life Insurance Co. v. Eaton 
(218 Fed., 206). 

The plaintiff in error claims that it should be distinguished from ordinary business 
corporations in that it is a public utility company, and under the laws of California 
it is not the owner of its plant and property devoted to public use in the sense of per- 
*)nal ownership, but is merely intrusted with the use thereof, which it must devote 
to the public. But we are imable to see in that fact any groimd for holding that it 
is not subject to the plain provisions of the statute. It is still a corporation ** organized 
for profit and having a capital stock represented by shares." It does not deny that 
it is subject under the law to pay an excise tax. If so, it is subject to pay the whole 
of the tax, and it is to be dealt with precisely as any other corporation. The statute 
makes no exception in feivor of public utility corporations. 

Nor do we think that a different conclusion should be reached because of the fact 
that the Railroad Commission of California has decided that meters and service con- 
nections paid for by consumers are not to be included in the valuation of the water 
company's plant upon which it is entitled to earn a fair return. City of Eagle Rock 
Rock Water Co. (3 C. R. C, 1054); in the matter of the application of the 
?i Valley Water Co. (8 C. R. C, 481). In the latter of these cases the com- 
d: 
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Although these pipes were expreesly donated to the compan^r, they are not the 
property of the water company, and as such the company is entitled to a return on 
their fair value. On the other hand, the use value is not measured by an estimate 
of cost, for there are a number of these pipe lines that have only one consumer for a 
large Investment, and it is obviously unfair to permit it to become a burden upon the 
remainder of the system. 

It does not follow from these decision^ of the California commission that moneys 
contributed for service connections must not be regarded as income, gains, or profits 
for the purpose of determining the amount of the excise tax under the law of the United 
States. In Stratton's Independence v, Howbert (231 U. S., 400, 417) the court said: 

Evidently Congress adopted the income as the measure of the tax to be imposed 
with respect to the doing of business in corporate form because it desired that the ex- 
cise should be imposed, approximately at least, with regard to the amount of benefit 
presumably derived by sucn corporations from the current operations of the Govetn- 
ment 

The court further said 

Moreover, Congress evidently intended to adopt a measure of the tax that should 
be easy of ascertainment and simply and readily implied in practice 

And further observed: 

It was reasonable that Congress should fix upon gross income, without distinction 
as to source, as a convenient and sufficiently accurate index of the importance of the 
business transacted. 

And from this point of view it makes little difference that the income may arise 
from a business that theoretically or practically involves a wasting of capital. 
The judgment is affirmed. 

(T. D. 2476.) 

Income tax. 

Extending provisions of T. D. 2445 of February 12, 1917, which granted an extension 
of time in which to file returns of income for 1916 by nonresident alien individuals 
and corporations and American citizens residing or traveling abroad. 

Teeasuby Depabtment, 
Office of Commissioner of Internal Revenue. 

Washington. D. C, April 5, 1917. 
To collectors of internal reverme: 

The provisions of T. D. 2445 of February 12, 1917 (extending "to 
include May 1, 1917." the time in which nonresident alien individuals 
and corporations and American citizens residing or traveling abroad 
may make returns of income for 1916) a e hereby extended to in- 
clude September 1. 1917. 

In all such cases there is required to be attached to the return a 
statement of the reasons for the delay; and if an extension ot time 
beyond September 1, 1917, shall be necessary, it is required that an 
application be made in each particular case, with a statement for the 
reasons for the request 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D. 2477.) 

Estate tax 

Property passing under general power of appointment is taxable as a portion of the 
gross estate of the decedent appointor. 

Trbasuey Department, 
Opficb of Commissioner op -Nternal Revenue, 

WasUngton, D. a, April 7, 1917, 
To coUectors of internal revenue: 

Jt is held that where a decedent exercises a general power of ap- 
pointment as donee under the will of a prior decedent the property so 
passing is a portion of the gross estate of the decedent appointor. 
See Brandies v. Cochrane (112 U S., 344, 362); Olney v. Balch (164 
Mass., 318); Clapp v. Ingraham (126 Mass , 200); Rogers v. Hinton 
(62 N. C, 101); Tompson v. Towne (2 Vem., 319); Bainton v. Ward 
(2 Atk., 172). 

When property is transferred by a special or limited power of ap- 
pointment, the question of taxability will depend upon the termd of 
the instrument by which the donee of the power — the appointor — 
acts. The facts in every such case should be reported fully to the 
commissioner in order that decision as to tax liability may be made. 

David A. Gates, 
Acting Commissioner of Internal Beverme. 



(T. D. 2478.) 
Form 712 — Application for permit to remove tobacco, etc. 

Printed form of application for permit to remove tobacco, etc., adopted for use of 
manufacturers of tobacco, snuff, cigars, and cigarettes. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. C, April 9, 1917. 
To collectors of internal revenue: 

For the sake of securing uniformity in size and style of applications 
of manufacturers of cigars and tobacco for permits to remove tobacco, 
etc., from their factories for transfer to another manufacturer or 
return to a dealer in leaf tobacco and to permit these applications to 
be properly filed in collectors' offices, printed Form 712, application 
for permit to remove tobacco, ^tc., has been adopted Requisition 
should be made by each collector upon this office for a supply of the 
new form, and immediately upon receipt of same collectors shoidd 
distribute said form economically to the manufacturers of cigars and 
tobacco in their respective districts who require them. Each manu- 
facturer of tobacco and cigars should be instructed that hereafter 
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applications for pennits to remoye tobacco, etc., must be made on 
Form 712. 

Manufacturers of tobacco and cigars should be instructed that 
Form 712 must be legibly and accurately filled in, and that in case 
unstemmed or stemmed leaf tobacco or stems are shipped or delivered 
to a dealer in leaf tobacco, the abbreviation ''D. L. T.'' should be 
indicated in the proper place in the application. 

Extra copies of this decision will be printed and forwarded to col- 
lectors for distribution to the manufacturers of tobacco, snuff, cigars, 
and cigarettes in their respective districts. 

W. H: Osbobn, 
Commissioner of Internal Revenue. 



(T. D. 2479.) 
Narcotic law. 



R^evoking raling contained in T. D. 2194 of April 26, 1915, holding synthetic sub- 
stitutes subject to the provisions of the act of December 17, 1914. 

Tbbasubt Department, 
Office of Commissioner of Internal Revenue, 

WasUngtm, D. O., April 10, 1917. 
To collectors of internal revenue and others concerned: 

The ruling contained in T. D. 2194 of April 26, 1915, hbldmg syn- 
thetic substitutes subject to the provisions of the act of December 
17, 1914, and requiring manufacturers of, dealers in, and physicians 
prescribing any such substitutes as therein defined to register and 
otherwise conform to the Harrison narcotic law and the regulations 
issued thereimder is hereby revoked, to take effect this date. 

W. H. OSBORN, 

Oommissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of (he Treasury. 



(T. D. 2480.) 

Bottling of distilled spirits in hond. 

Spirits removed to bottling houBes to be immediately bottled, cased, and removed 

from the premises. 

Tbeasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. a, April 5, 1917. 
To coUedors of internal revenue and others concerned: 

It has been brought to the attention of this office that certain dis- 
tillers remove spirits to their bottUng house, dump, refilter, and carry 
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the same in the bottling tank for a much longer period than is con- 
templated by the law and regulations, bottling only a sufficient num- 
ber of cases each day to meet the demands of their trade. 

As this practice necessitates the presence of an officer at the bot- 
tling house each day, it will be hereafter imderstood by the collector 
and distiller that the contents of each bottling tank must be imme- 
diately bottled, cased, and removed from the premises, thus reducing 
the cost of supervision to a minimum. In this connection it will 
also be understood that one day will be considered sufficient time 
within which to bottle the contents of each tank, imless the distiller 
is fiUing bottles less than 1 quart in capacity, in which case the time 
consumed in such process may be extended, but in no case to exceed 
three consecutive days. 

Collectors will be expected to see that these instructions are prop- 
erly carried out. 

W. H. OSBORN, 

Commissioner of IrUemal Revenue. 



(T. D. 2481.) 
Income tax. 



Reserves for depreciation and depletion constitute proper deductions from gross 
income, if reasonable, and not to be disallowed if converted into other forms of 
assets. 

Teeasuby Depabtment, 

Office op Commissioner of Internal Revenue, 

Washinfftpn, D. C, April 10, 1917. 
To collectors oj internal revenue and internal-revenue agents: 

The '' second *' paragraph under section 12 of Title I of the act of 
September 8, 1916, authorizes corporations, joint-stock companies, 
etc., in making their returns of annual net income, to deduct from 
gross income ''all losses actually sustained and charged ojf' within the 
year, * * * including a reasonable allowance for the exhaustion, 
wear, and tear of property, arising out of its use or employment in 
the business or trade," and in the case of oil and gas welb and mines 
a reasonable allowance for depletion of natural deposits. 

The essential requirements of this provision are that the amount 
deductible on account of depreciation and depletion shall be charged 
off and shall be reasonable allowances; that is, an amount sufficient 
to make good the loss due to these causes. The phrase ''charged off" 
contemplates that the "reasonable allowance" deducted from gross 
income on account of depreciation or depletion shall be credited to 
appropriate reserve accounts and carried as a liability against the 
assets, to the end that when the total of these credits equals the 
capital investment account no further deductions on these accounts 
will be allowed. 
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While the presumption is that amounts credited to these accounts 
will be used to make good the loss sustained, either through a renewal 
or replacement of the property or a return of capital, there is no 
requirement of law that the funds represented by these reserve 
liabilities shall be held intact or remain idle against the day when 
they may be used in Ihaking good the depreciation of the property 
with respect to which the deduction is claimed or in restoring the 
capital invested in the depleted assets. 

The conversion of the depreciation reserve into tangible assets will 
not constitute such a diversion as would deny the corporation the 
right of deduction, provided in all cases that the deduction claimed 
in the return is a reasonable allowance; that is, a fair measure of the 
loss due to *' exhaustion, wear, and tear of property growing out of 
its use" and is charged off or so entered upon the books as to con- 
stitute a Uability against the assets with respect to which the depre- 
ciation deduction is claimed. 

To the extent that articles 130, 132, and 133 of regulations No. 33 
are in conflict with the foregoing they are hereby rescinded, and this 
decision is made applicable to the adjustment of returns of annual 
net income made pursuant to the requirements of section 38 of the 
act of August 5, 1909, section 2 of the act of October 3, 1913, and the 
present income-tax law, except that as to returns made under the 
first two acts the writing off of depreciation, if reasonable in amount, 
will not be insisted upon. 

W. H. OSBOBN, 

Ckymmissioner of Internal Revemu. 
Approved: 

W. G. MoAdoo, 

Secretary of the Trechsury, 



(T. D. 2482.) 
Collections on Porto Rican products. 

Instructions relative to internal-revenue collections on Porto Rican products under 
the act of March 2, 1917, entitled **An act to provide a civil government for 
Porto Rico, and for other purposes/' 

Treasury Department, 
Office of Commissioner of Internal Ke venue, 

Washington, D. O., April 12, 1917. 
To collectors of internal revenue and depositaries of public moneys: 

Section 9 of the act of March 2, 1917, entitled "An act to provide 
a civil government for Porto Rico, and for other purposes," reads as 
follows: 

That the statutory laws of the United States not locally inapplicable, except as 
hereinbefore or hereinafter otherwise provided, shall have the same force and effect 
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in Porto Rico m in the United States, except the internal-revenue laws: Provided^ 
however, That hereafter all taxes collected under the internal-revenue laws of the 
United States on articles produced in Porto Rico and transported to the United 
States or consumed in the island shall be covered into the treasury of Porto Rico. 

In view of the requirements of this act the following instructions 
are issued relative to accounting for coUecljpns from the sale of 
stamps to be aflfeed to articles subject to internal-revenue tax 
received from Porto Rico as per notice on internal-revenue Form 471 : 

Effective May 1, 1917, the amount of such collections must be 
reported on the certificates of deposit in which included. The de- 
positaries will note such amounts, from data furnished by collectors, 
by interlining above the line for ''Ordmary'' collections, as follows: 

Porto Rican collections $ 

Ordinary 

Collectors are instructed that on Form 22 for the month of March, 
1917, in addition to the required report of Porto Rican collections, 
there should be given in a footnote under the caption 'Torto Rican 
products, etc.," the part of such collections made on and after 
March 3, 1917. 

On Fonns 49 for the month of March, 1917, and thereafter the 
amount of such collections included in a certificate of deposit should 
be interlined in colunm 6 above the "Ordinary collections" and pre- 
ceded by the initials "P. R.," and the sum of such entries interlined 
just above the "Total for the month" of the "Ordinary collections" 
and preceded by the initials "P. R." The sum of these two totals 
in column 5 and the "Totals for month," in columns 6 and 7, must 
equal the "Total for month" in column 4. 

On Form 61 B the amount of such collections should be interlined 
in red ink in column 3 and on Form 79 in the proper columns on 
line 3. Form 68 should be made to agree with Form 5lB. 

Forms 22, 49, 5lB, and 68 must agree in reporting Porto Rican 
collections. 

The reports herein required must be made to enable the department 
to carry out the provisions of the act of March 2, 1917, referred to 
above. 

If reports on Forms 22, 49, 5lB, and 68 for March and account 
on Form 79 for the March quarter have been rendered prior to the 
receipt of these instructions, collectors who received any Porto 
Rican collections on and after March 3, 1917, should render amended 
reports and accounts as per instructions contained herein. 

David A. Gates, 
Ading Commissioner of Internal Revenue. 

Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D. 2483.) 
Estate tax. 

Computation of dividendB upon stock and interest upon bonds owned by decedent 

whose estate is taxable. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

Washington, D. C, April 20, 1917. 
Sir: Receipt is acknowledged of your letter of the 16tli instant with 
regard to accrued income on stock in corporations owned by a decedent 
at the time of death, and in reply you are informed that there should 
be included in the gross estate the entire dividend declared prior to 
the day of death, whether received before or after that day. No part 
of a dividend declared after death should be included in the gross 
estate. 

With regard to bonds, obviously a different rule appUes and the 
actual interest accrued to the day of death must be returned as a 
portion of the gross estate. 

RespectfuUy, j^^^^ ^ ^^^^^ 

Acting Commissioner of Internal Revenue. 
Mr. . ^ 

(T. D. 2484.) 

Denatured alcoTiol. 
Temporarily extending the use of special formula 6-b for the purposes for which 
special formula 17 has heretofore been authorized and removing restrictions from 
formula 6-b. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

Washington, D. C, April 21, 1917. 

Gentlemen: Receipt is acknowledged of your letter of the 13th 
instant, in which you state that you have endeavored, without suc- 
cess, for the past 12 months or more to buy in this country and 
abroad animal oil, the denaturant authorized for special formula No. 
17, and suggesting the use of crude pyridine, such as is used in other 
formulas in lieu of the animal oil. 

In reply you are informed that, in view of the circumstances set 
forth in your letter, the use of formula 6-b, containing pyridine as a 
denaturant heretofore restricted in use to factories operating in con- 
nection with either a distillery or central denaturing bonded ware- 
house, will be extended temporarily for those purposes for which 
special formula No. 17 has heretofore been authorized, and the restric- 
tion in respect to operating in connection with a distillery or central 
denaturing bonded warehouse is removed for the present. 

RespectfuUy, ^ jj Osborn, 

Commissioner of Internal Revenue. 

Messrs. . 
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(T. D. 2485.) 
Return for registry — Form 277 revised. 

Fonn 277, revised (return for registry of dealers in leaf tobacco, retail dealers in leaf 
tobacco, and peddlers of tobacco), to be used exclusively hereafter, commencing 
with returns for next fiscal year. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUngtony D. C, April 24, 1917. 
To collectors ofintemal revenue: 

Form 277, return for registry of manufacturers of tobacco, manu- 
facturers of cigars, dealers in leaf tobacco, retail dealers in leaf to- 
bacco, and peddlers of tobacco, when these occupations are not sub- 
ject to special taxes (at present only the first two are), has been 
revised, and is now printed as a card form 5 by 8 inches in size. A 
supply of the new form has been forwarded each collector. 

The latest revised Form 277 is to be used exclusively hereafter, 
commencing with returns for the fiscal year beginning July 1 next. 
All old blanks of Form 277 should be destroyed. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 



(T. D. 2486.) 

Distilled spirits bottled in hond for export. 

Treasury Department, 
Office of Commissioner of Internal Revenue, , 

WasUngton, D. C, April 21, 1917. 
To collectors of internal revenue and others concerned: 

Until further advised, so much of article 34, regulations No. 23, 
concerning bottling of distilled spirits in bond, which requires the 
name of the domestic port of clearance and the port of foreign des- 
tination to be marked on the cases of distilled spirits bottled in bond 
for export, is hereby waived. 

Distillers will, however, be required to mark on the "Government 
side'' of the cases the words, "For export from U. S. A.,'' as here- 
tofore. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D. 2487.) 

Narcotic law. 

Manu^tureiB authorized to furnish special agents and customs agents samples of 
narcotic drugs for the purpose of establishment of drawback under customs laws 
and regulations. 

Tbeasttby Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April 28, 1917. 
To collectors ofintemai revenue and others concerned: 

This office has been notified by the Customs Division that con- 
siderable difficulty has been encountered in securing samples of 
opium, coca leaves, their salts, derivatives, and preparations thereof 
manufactured out of imported materials from the manufacturers in 
this country for the purpose of making analyses to establish the 
allowance of drawback on such manufactured drugs exported from 
this country, owing to the fear on the part of such manufacturers of 
being charged with violation of the act of December 17, 1914, for 
furnishing the samples to these agents for this purpose. 

As these agents are officers of the United States Government 
charged with certain specified duties in connection with importations 
and exportations under the customs laws and regulations, they are 
entitled to such samples necessary for the discharge of their official 
duties, and manufacturers may lawfully furnish to any duly accred- 
ited special agent or customs agent of the Treasury Department the 
required samples, taking the receipt of such officer therefor, which 
will be filed with their official narcotic order forms and records. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2488.) 

Bottling of spirits in bond. 

The underfilling of bottles or uaing undersized bottles prohibited. 

Treasury Department, 
Office op Commissioner op Internal Revenue, 

Washington, D. C, May 9, 1917. 
To collectors of internal revenue: 

Several instances have recently been brou^t to the attention of 
this office in which distillers engaged in bottling Spirits in bond have 
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used bottles having a less capacity, or containing a less quantity, 
than the designation of the bottles denoted, the stamp of the Gov- 
ernment thus being made to show a quantity of spirits in such bottles 
in excess of the actual contents thereof. 

You are accordingly advised that the practice of underfilling bottles 
or using undersized bottles will not be tolerated. 

Paragraph 3, article 21, regulations No. 23, revised December 21, 
1912, and so much of any circular or Treasury decision inconsistent 
herewith is hereby revoked. 

While this office is informed that glass manufacturers will not 
contract to fiunish bottles of exact size, such bottles must be ftu*- 
nished in sufficient capacity that when filled they will contain, as to 
quarts, not less than 32 ounces, and other sizes in like proportion. 
Collectors will at once instruct the officer on duty at each bottling 
warehouse to insist upon a full compliance with the law and the 
regulation herein prescribed, and in case of noncompliance collectors 
will not only suspend the issue of stamps to the offending distfller 
but will take immediate measures for the enforcement of the for 
feiture of all such bottled spirits found on the distiller's premises. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of (he Treasury. 



(T. D. 2489.) 
Narcotic law — Decision of court. 

Refusal of writ of mandamus, directed to the Commissioner of Internal Revenue and 
Secretary of the Treasury of the United States, as not being the proper remedy to 
abrogate a regulation (T. D. 2309, dated March 11, 1916), issued under authority 
of the act of December 17, 1914, to carry into effect the provisions of section 6 of 
said act, which regulation was issued in the exercise of official discretion. De- 
murrer by relator to answer of respondent to rule to show cause overruled. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, May 11, 1917. 
The appended decision of Covington, Chief Justice in the Supreme 
Court of the District of Columbia, in the case of United States ex 
rel. George B. Ashley v. William H. Osborn and W. G. McAdoo, is 
published for the information of internal-revenue officers and others 
concerned. 

W. H. OSBOBN, 

Commissioner of Internal Revenue, 
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IN THE RUPRBMB COURT OF THE DISTRICT OP COLUMBU. 

United Statu ex rel. George V. Ashley y relator, v. William H, Oahom and W. G, McAdoo, 

'respondents, 

(At Law, No. 50555.) 

This 19 a petition for a writ of mandamus, directed to the Commissioner of Internal 
Revenue and the Secretary of the Treasury of the United States, commanding them 
to abrogate and cancel T. D. 2309 and all other decisions or r^ulations in conflict 
with and in derogation of the act of Congress of December 17, 1914, commonly called 
and known as the "Harrison narcotic law," and commanding them also to make 
hereafter only such needful rules and regulations as may be necessary to carry the 
I revision 9 of that act into effect. A rule to show cause was issued and the respondents 
have answered the rule. To this answer the relator demurred . The petition, answer, 
and demurrer have brought the proceeding to such issue that the question whether 
or not the relator is entitled to the mandamus as prayed for in the petition is squarely 
before the court for decision. 

The petition states in substance that the relator, suffering from a serious cough, 
consulted professionally a r^^lar practicing physician in the District of Columbia, 
who prescribed for him certain drugs to be used to alleviate the cough, and wrote 
the same out on one of his r^ular prescription blanks. That prescription was as follows: 

Ammonium chloride, one dram; morphine sulphate, one-fowrth grain: sirup of sdllse, 
one-half ounce; and sirup of pruni. virg., one and one-half ounces; dose, one tea- 
spoonful every two hours. 

The relator, it is alleged^ then had the prescription filled at the store of a registered 
retail druggist of the District of Columbia, and thereafter took the medicine in the 
doses prescribed by the physician until the quantity prescribed for him was ex- 
hausted. He then went to the drug store from which he had purchased the original 
quantity of medicine prescribed for him by the physician and asked the druggist 
to refill the prescription. This the druggist declined to do, stating that he could 
not legally lefiU it because of the operation of T. D. 2309, relating to the Harrison 
narcotic law. 

Section 6 of the Harrison narcotic law provides — 

That the provisions of this act shall not be construed to apply to the sale, distribu- 
tion, giving away, dispensing, or possession of preparations and remedies which do 
not contain more than two grams Of opium, or more than one-fourth of a grain of mor- 
phine, or more than one-eighth of a grain of heroin, or more than one grain of codeine, 
or any salt or derivative of any of them in one fluid ounce, or, if a solid or semisolid 
preparation, in one avoirdupois ounce; or to liniments, ointments, or other preparar 
nons which are prepared for external use only, except liniments, ointments, and other 
preparations which contain cocaine or anv of its salts or alpha or beta eucaine or any 
of tneir salts or any synthetic substitute for them: Provided , That such remedies and 
preparations are sold, distributed, given away, dispensed, or possessed as medicines 
and not for the purpose of evading the intentions and provisions of this act. The 
provisions of this act shall not apply to decocainized coca leaves, or preparations made 
therefrom, or to other preparations of coca leaves which do not contam cocaine. 

Section 1 of that law provides, among other things — 

That the Commissioner of Internal Revenue, with the approval of the Secretary of 
the Treasury, shall mske all needful rules and regulations for carrying the provisions 
of this act into effect. 

In pursuance of section 1 of the law as just quoted, the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, issued on March 11, 1916, 
T. D. 2309, which is as follows: 

Section 6 of the act of Congress approved December 17^ 1914, does not apply to ex- 
temporaneous prescriptions unless written for a preparation or remedy as hereinafter 
defined. The exemptions in that section apply exclusively to ready-made prepara- 
tions and remedies prepared in accordance with the United States Pharmacopoeia, 
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National Fonnulary, or other recognized or established formula. » ♦ ♦ Prepara- 
tions and remedies within the intent of section 6 are hereby defined to be ready-made 
compound mixtures prepared in accordance with a recognized or established formula 
as indicated above, which contain not more than one of the enumerated drugs in a 
^uantit>[ not greater than that specified, together with other active medicinal druga 
in sufficient proportion to confer upon such preparations or remedies valuable medi- 
cinal qualities other than possessea by the narcotic drugs if dispensed alone. 

This decision, the relator alleges in his petition, has been issued by thi respond- 
ents in contravention of law, in that it is not a regulation in harmony with and merely 
for the purpose of carrying into effect the provisions of the law, but is in fact a regu- 
lation clearly beyond the scope, power, and intent of the law. And the relator then 
alleges in his petition that by section 6 of the Harrison narcotic law he was entitled 
to have refilled as many times as might be necessary for medicinal purposes the 
doctor's prescription which was given to him as recited in the petition. And the 
relator then alleges that as the refusal to refill the same by the druggist to whom he 
applied was based upon the T. D. 2309, and that decision having been promulgated 
by the Commissioner of Internal Revenue and the Secretary of the Treasury contrary 
to the provisions of the Harrison narcotic law, and being an arbitrary abuse of the 
authority vested in them, -the relator is entitled to have a writ of mandamus issue 
out of this court commanding the Commissioner of Internal Revenue and the Secre- 
tary of the Treasury to abrogate T. D. 2309 and hereafter to make only such needful 
regulations as may be necessary to carry the Harrison narcotic law into effect. 

Before considering at all the validity of T. D. 2309 in connection with section 6 of 
the Harrison narcotic law, it is of first importance to determine whether or not the 
relator has actually such a private legal interest in the proper enforcement of the law 
as to give him the right to institute proceedings to secure such enforcement by the 
writ of mandamus. 

A general duty to the public is not a special duty to the relator or a duty which 
he can require the performance of through resort to the courts. Every citizen and 
every taxpayer is interested in the enforcement of law, in the proper administration 
of law ; but that general interest is not a private interest and is not sufficient to author- 
ize a private citizen to institute mandamus proceedings to secure from the appro- 
priate officials the legal administration of such law. The mere fact, therefore, that 
the relator desired to become a purchaser of a combination of a narcotic drug with 
other drugs and was refused them by a druggist because of the operation of T. D. 
2309 would of itself give the relator no sufficient private interest to proceed by way 
of mandamus to compel the officials charged with the enforcement of the Harrison 
narcotic law to abrogate existing regulations preventing such sale and purchase, even 
if those regulations are so arbitrary and so in contravention of the law as to consti- 
tute an abuse of official authority. 

But the relator contends that the *' prescription" given to him by a regular prac- 
ticing physician for a combination of a narcotic drug with other drugs in proportions 
permitted in " preparations and remedies " as specified in section 6 of the law operated 
to put him in possession of something in the nature of a property right, the interierence 
with which gives him a peculiar and private interest in the proper enforcement of the 
law and enisles him properly to institute these mandamus proceedings. But is his 
possession of a so-called "prescription " a property right? If so, it must be because 
the "prescription" is the formula of a "preparation or remedy" which does not con- 
tain more than the prohibited quantity of opium or other narcotic to the ounce of a 
preparation, within the meaning of section 6 of the narcotic law. His contention, 
therefore, resolves itself into the proposition that each time a physician, using his 
professional knowledge, evolves in his mind a particular combination of drugs that 
will benefit an immediate ailment of the patient, he creates a "preparation or 
remedy" within the ordinary acceptation of those terms in the drug trade. It 
seems to the court that such a contention is erroneous and would overturn th^ 
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entire theory of the practice of medicine. The relator consulted a physician and 
presumably gave him a history of his case. The physician diagnosed his case and 
determined that the particular patient, the relator, with certain existing symptoms, 
needed a certain quantity and for certain dosages a combination of drugs which 
included a narcotic drug. The physician might have given his directions for the 
medicine for his patient, the relator, directly to the druggist verbally if he chose. 
The patient, the relator, acquired no property in the thing called the '* prescription, " 
and when he went a second time to the druggist to purchase the combination of drugs, 
including the narcotic drug, which the physician at a particular time prescribed for 
him to take in a given quantity, he was not in any different position from any one of 
the public who might have gone to the druggist to make the same sort of a purchase. 
The relator, therefore, has no private right involved which a court can undertake to 
enforce. 

However, apart from the right of the relator to institute the present mandamus 
proceedings, it seems clear that the duty imposed upon the respondents in relation 
to the Harrison narcotic law to ^^make all needful rules and regulations for carrying the 
provisions oj this act into effejcV required in its performance the exercise of a high 
degree of judgment and discretion. 

It is quite true that the law can not be amended by a regulation issued by the 
respondents in virtue of the power conferred upon them under section 1 of the law. 
The regulations must be in harmony with the law and in an appropriate proceeding 
a mere arbitrary and unwarranted exercise of power by the respondents might be held 
invalid by the court. 

In this case, however, the respondents have acted. They have exercised their 
judgment and discretion, and they have acted under the power given them to provide 
the appropriate administrative details for enforcing the Harrison narcotic law, includ- 
ing, of course, section 6 of that law. The exercise of such a power certainly can not 
be said to be ministerial. In Field r. Clark (143 U. S., 694), the court said: 

The legislature can not delegate its power to make a law, but it can make a law to 
delegate a power to determine some fact or state of thin^ upon which the law makes, 
or intends to make, its own action depend. To deny this would be to stop the wheels 
of government. There are many things upon which wise and useful legislation must 
depend which can not be known to the lawmaking powers and must, therefore, be a 
subject of inquiry and determination outside of the nails of legislation. 

If the existing regulations were abrogated by judicial order, and new ones, proper 
in the judgment and discretion of the officials, were promulgated, and they did not 
suit the petitioner, he would be again before the court for another writ of mandamus 
to compel the respondents to abrogate the new regulations and to promulgate still 
others. The mere statement of that proposition shows that the relator seeks the 
review of an act of official discretion by the prerogative writ of mandamus. 

In the case of United States v. Black (128 U. S., 40), it was said by the court, speaking 
through Justice Bradley: 

The court will not interfere by mandamus with the executive officers of the Govern- 
ment in the exercise of their ordinary official •^duties, even where those duties require 
an interpretation of the law. 

In the case of Louisiana v. McAdoo (234 U. S., 627), the court said: 

There is a class of cases which hold that if a public officer be required by law to do 
a particular thing, not involving the exercise of either judgment or discretion, he may 
be required to do that thing upon application of one having a distinct legal interest 
in the doing of the act. Such an act would be ministerial only. But if the niatter 
in respect to which the action of the official is sought is one in which the exercise of 
either judgment or discretion is required, the courts will refuse to substitute their 

i'udgment or discretion for that of the official intrusted by law with its execution, 
interference in such a case would be to interfere with the ordinary functions of 
Government. 

It is possible that in a case where T. D. 2309 as a regulation in relation to section 6 
of the Harrison narcotic law is to be construed by a court the regulation may be found 



Digitized by VjOOQIC 



96 

to be contrary to the law (although it is fair to say that it seems to this court to be in 
harmony with the law), but a proceeding to secure the writ of mandamus is certainly 
not the proper remedy. The court might compel the Commissioner of Internal 
Revenue and the Secretary of the Treasury to make regulations to enforce the act, 
If they had not acted, and if such were needed, but it can not command them to exer- 
cise their discretion in formulating those regulations in a particular manner. 

The ¥mt being refused for the reasons given, it is unnecessary to discuss the other 
contentions of the relator made at the oral argument and presented in his brief. 

The demurrer is overruled. 

(T. D. 2490.) 

Estate tax. 

Duties of corporations and their transfer agents, registers of bonds, and paying agents. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WashinffUm, D. C, May H, 1917. 
To collectors of internal revenue and others concerned: 

The duties under Title II of the revenue act of September 8, 1916, 
of corporate transfer agents^ registers of bonds, and paying agents and 
of corporations performing for themselves the duties customarily per- 
formed by such agents are defined as follows: 

(1) Where the transfer of stock or bonds or payment of dividends 
or interest theretofore the legal property of a decedent, whether a 
resident or a nonresident, is made to or upon the order of an executor 
or administrator acting under letters granted in the United States, 
Hawaii, or Alaska, the corporate agent or officer will not be required 
to file the 30-day notice, make return, or pay tax. 

(2) The 30-day notice is required to be filed whenever a corpora- 
tion, its transfer agent, register, or paying agent is called upon to 
make a transfer of stock or bonds, or to pay interest or dividends to 
any person succeeding in right thereto a stockholder or bondholder 
who, since September 8, 1916, has died domiciled outside the United 
States, Hawaii, or Alaska, unless such successor in interest is an 
executor or administrator of the nonresident decedent acting under 
letters granted within the United States, Hawaii, or Alaska. 

(3) The 30-day notice will show the name and address at the time 
of death of the nonresident decedent, a description and valuation of 
the property to be transferred or paid, and the name, designation 
(executor or other), and address of the person to whom transfer or 
payment is made and will be signed by the proper officer or agent of 
the corporation. A form of notice to be known as Form 714 is in 
preparation and will be furnished collectors for distribution. In the 
meantime informal notice giving all the above required data must 
be filed. 

(4) This notice must be filed for dividends declared prior to the 
day of death and for interest payable after death to the extent of 
the portion accrued to the day of death. 
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(5) If this notice be filed as required either within 30 days from 
death or immediately upon receipt of the order for transfer or pay- 
ment, the transfer or payment need not be postponed. The collector, 
immediately upon receipt of the notice, will communicate with the 
foreign executor or succeeding party in interest, advising of the 
requirements of the estate taxing act and furnishing blank Forms 706 
for the making of the return. If, within the legal period, the tax is 
not paid, proceedings will be instituted under section 208 of the tax- 
ing act for the sale of the property and the satisfaction of the tax. 

(6) In every case, immediately upon receipt of the 30-day notice 
herein referred to, the collector will notify the commissioner of the 
facts, so that from a record kept in the commissioner's office it may 
be determined whether property of the nonresident is located in more 
than one collection district, in which case the proper information and 
instructions will be communicated by the commissioner to the col- 
lector at Baltimore. It is essential that collectors comply promptly 
with this requirement, so that in every case the total estate within 
the United States and the true tax may be accurately determined. 

(7) This regulation is promulgated in view of present international 
conditions, and is subject to revocation should it be demonstrated 
that the accommodation herein made to corporations and their agents 
results, i^ insecurity of the revenue. This regulation is not to be 
construed in any degree as modifying the interpretation hitherto 
given by the department of the term ** executor" as used in section 
200 of the act of September 8, 1916. 

(8) This regulation supplants former regulations aflPecting corporate 
transfer and paying agents and registers of corporate bonds only in 
so far as the specific terms of such former regulations are inconsistent 

*^«™^*^- David A. Gates, 

ActiTig Commissioner of Internal Revenue. 
Approved: 

Byron R. Newton, 

Acting Secretary of the Treasury. 



(T. D. 2491.) 

Construction of fruit-brandy distilleries. 
Installation of tanks and meters and assignment of officers to fruit-brandy distilleries. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUngtony D. C, May 21, 1917. 
To collectors of internal revenue and others concerned: 

Paragraph G of section 402 of the act of Coi^ess approved Septem- 
ber 8, 1916, reads as follows: 

That the Commissioner of Internal Revenue, by regulations to be approved by the 
Secretary of the Treasury, may require the use at each fruit distillery of such spirit 
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meters, and such locks and seals to be affixed to fermenters, tanks, or other vessels and 
to such pipe connections as may in his judgment be necessary or expedient; and the 
said commissioner is hereby authorized to assign to any such distillery and to each 
winery where wines are to be fortified such number of gangers or storekeeper-gangers 
in the capacity of gangers as may be necessary for the proper supervision of the manu- 
facture of brandy or the making or fortifying of wines subject to tax imposed by this 
section; and the compensation of such officers shall not exceed $5 per diem while so 
assigned, together with their actual and necessary traveling expenses, and also a 
reasonable allowance for their board bills, to be fixed by the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, but not to exceed $2.50 
per diem for said board bills. 

In pursuance of the above section of the law quoted the following 
regulations are promulgated and must be complied with before the 
commencement of the next fruit-brandy distilling season beginning 
September 1, 1917. 

CONSTRUCTION. 

At each such distillery either metal or wooden seal-locked tanks 
must be installed for the reception of brandy and singlings where 
singlings are actually produced. If wooden tanks are installed for 
the purpose, they must be placed in a suitable room or building to be 
known as the brandy room or building. Such room or building must 
be of secure construction, with substantial floors, side walls, and roof 
of wood, brick, concrete, or other satisfactory material. The windows 
must be protected by iron bars securely and permanently anchored 
to the walls not more than 6 inches apart and three-fourths of an inch 
in diameter. The sash must be equipped with sash locks or other 
devices which shall effectually prevent the opening of the windows 
from the outside. The hinges of the doors must be secured by riveting 
or by carriage bolts with the nuts on the inside, and, in addition to 
the nuts, the ends of the bolts must be battered or riveted. Similar 
attachments must be provided for a hasp for a Government seal lock, 
and, if a staple is used, it should perforate the wood and be clinched 
on the inside. The designated place of deposit may be used as a 
brandy room if suitable and constructed as herein directed. The 
wooden tanks in such room, or metal tanks, which are not required to 
be placed in a room, must be equipped with floats, with counter- 
weights and a proper scale to guard against overflow of the tanks and 
that Government officers may note the contents of same. The 
openings in the tanks for cords or wires for floats and counterweights 
must be no lai^er than are absolutely necessary to accommodate the 
cords or wires. Singling tanks must, however, be equipped with an 
accurate glass gauge (not floats) to enable the officer to ascertain and 
record in Book 25 i the quantity and proof each time singlings are 
doubled under his supervision. Singling tanks may be placed on 
scales if preferred by distillers. 

The distillery must be so constructed that the brandy will pass 
through continuous closed stills, pipes, meters, try boxes, and low 
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wine tanks from the time the vapors rise in the first still until deposited 
in the locked tank or tanks for the reception of the finished product. 
The construction must be such that no access can be Had to the brandy 
or singlings by the distiller and so as to prevent their diversion. 

All connection between stills and pipes, pipes and meters, pipes 
and pumps, pipes and try boxes, pipes and tanks, and all valves and 
stopcocks must be so secured either by riveting, brazing, or sealing 
with lead and wire seals as to effectually prevent disconnection thereof 
and consequent access to the brandy and singlings or the diversion of 
same. All connecting pipes for spirits must be of metal and of sub- 
stantial thickness suitable for the purpose. All necessary openings 
affording access to the spirits must be provided with secure attach- 
ments for Government locks, the keys to which will be in the pos- 
session of the Government officer. A vent pipe of very small diameter 
will be allowed on the spirit pipe between the condenser and the meter, 
but the same must be elevated above the pipe to which attached a 
distance of 2 or 3 feet, and will be protected by a perforated cap 
soldered or brazed thereto, or be otherwise adequately protected. 

The meter must be securely inclosed in a substantial wooden or 
metal box, the door of which must be protected by a Government 
seal lock, and will be located between the vent pipe and the try box 
or the try box and valves for separating singlings and brandy. The 
key to this lock will remain in the possession of the division deputy 
and not the ganger. 

Try boxes are required and must be so constructed as to permit 
of the reading of the proof of the spirits, as well as the temperature, 
without imlocking the same, and such try boxes will be located 
between the meter and the tank receptacles for brandy and singlings. 

All stills, worms, pipes, and tanks must be so constructed and ar- 
ranged as to permit of ready examination of the exterior thereof and 
for this purpose the tanks for the reception of the brandy and sin- 
glings should be elevated on trestles or platforms not l6ss than 18 
inches. Worm tanks must be so constructed that the water may be 
drawn off and the interior examined. 

The entire process, as far as practicable, should be by the applica- 
tion of heat and the flow of spirits by gravity. 

Where it is necessary to return singlings for doubling there must 
be metal pipe connection between the singling tank and still in 
which the same are to be doubled, and there must be a seal-locked 
valve in said pipe at the singling tank, with the key in the possession 
of the Government officer, and the doubling must be done in his 
presence. 

The Vai meter, made by , at , is hereby prescribed for 

use for the purpose in question, and, in addition to being inclosed or 
boxed in as herein required, the same must be sealed and secured by 
a Government lock. The meter, besides correctly recording in 
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quarts and gallons or half-gallons and gallons the quantity of spirits 
passing through it, must bo capable of retaining a sample of each unit 
of measure passing through it that the average proof of the brandy 
and siriglings in the receptacles may be compared with such 
sample. 

The meter box will remain constantly locked, with the key in the 
possession of the division deputy collector, except when it becomes 
necessary for him to set or readjust the meter. The ganger will not 
be furnished with a key to said box. The box inclosing the meter 
must be so constructed as to permit the ganger to read the state of 
the meter through a small glass panel or window opposite the dials 
land so as to permit him to obtain samples from the locked sample 
proof receptacle. The sample box must be of sufficient size to admit 
of a strict compliance with these regulations. Care must be taken 
to completely empty the sample box and brandy tank at each gauge. 

Where, by reason of the number of stills or the construction, one 
meter is insufficient, the distiller will be required to install as many- 
more as may be necessary. The meters prescribed must be provided, 
installed, and paid for by the distiller in each case. 

The designated place of deposit must be provided and used as 
heretofore, with the exception only that wooden brandy and singling 
tanks may be put therein as hereby provided, the door to said room 
to bear a Government lock, with the key in the possession of the 
Government officer, where brandy will be stored after gauging, 
pending tax payment or removal to a special bonded warehouse, or 
otherwise disposed of imder the existing law and regulations. A 
room in a dwelling house may not hereafter be used as a place of 
deposit for brandy and for tanks. 

The pipes in such a distillery must be painted as follows: For 
brandy, black; singlings, blue; distilling material, red; and watet 
and steam, white. A diagram must accompany the notice, Form 27^, 
correctly representing the distillery and showing all pipes in pre- 
scribed colors. Such diagram need not be drawn to scale and may 
be on one or more sheets of paper 8 by lOJ inches in size, each being 
duly signed by the distiller, his agent, or attorney. One or more 
sheets of the diagram should represent vertical sections of the dis- 
tillery. 

ASSIGNMENT AND COMPENSATION OF GAUGERS. 

At those distilleries where the brandy is to be withdrawn and 
gauged daily for fortification or other purposes an officer will be 
constantly assigned, provided the quantity of spirits produced ex- 
ceeds 100 gallons per day. At all other fruit-brandy distilleries the 
tanks' for the reception of brandy and singlings must be of such size 
as to necessitate a visit by a Government officer for gauging and with- 
drawing the brandy not oftener than twice a month. 
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Stprekeepef -gangers in tl^e separate capacity of gangers will be 
assigned for ttis service. Where the ofl&cer is to remain perma- 
nenUy at one place during the operations of the distillery his com- 
pensation will be by fees and not less than $3 nor more than $5 per 
day, with actual and necessary traveling expenses to and from his 
place of assignment. Where, however, such an officer is to have 
cha^ of a n^uqaber of the smaller distilleries in much the same manner 
as a general storekeeper-gauger at grain distilleries, his compensa- 
tion will be by fees which will be not less than $3 nor inore than $5 
per day, together with the actual and necessary traveling expenses, 
as well as board bills not exceeding $2.50 per day. 

Recommendations for assignments will be made on Form 241, but 
no more officers wiU be assigned for the purpose than are absolutely 
necessary to safeguard the interests of the Government. Each officer 
wiU remain on duty performing any and all service throughout the 
w;Q|j;king hours of the day. 

DUTIES OP OFFICERS. 

Any singlings which may be doubled imder the supervision of the 
Government officer must be duly record^^d both as to quantity and 
proof in record book 25^. 

After gauging the brandy and singlings in the tanks the gauger will 
read or take the state of the meter and compare it with the last pre- 
vious reading and also compare the average proof of the spirits in the 
tanks and sample box at the meter. 

Any material difference in quantity or proof by actual gauge and 
shown by the meter should be reported to the collector and will call 
for an explanation. tJnless the explanation is satisfactory assess- 
ment of the tax on the deficiency should be recommended. 

The state of the meter must be noted on the record book 25J at 
each reading by interlineation in red ink under the columns headed 
"Number of gallons'' under "Brandy gauged,'' that proper com- 
parison may be made at each subsequent reading. 

If singlings are actually made and doubled, it is evident that they 
will be twice measured by the meter. The singlings for any period 
shown by record 25i should, therefore, be deducted from the 
total spirits recorded by the meter for the same period of time to 
ascertain the true quantity of brandy for such period. 

It will be imderstood that with the protection afforded by the 
tanks and meters and the construction prescribed there wiU appear 
to be but little opportunity for evasion of taxes, which collectors will 
bear in mind when recommending assignments. 

Distillers will promptly make such alterations in their distilleries 
as may be necessary, that the same wiU be in conformity with these 
regulations. Those who fail or refuse to comply will not be permitted 
to operate. 
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As the meters may not be ready for delivery by or before Septem- 
ber 1, 1917, the changes herein required should be made before that 
date and meters installed as soon thereafter as available. 

All regulations inconsistent herewith are hereby modified or 
revoked. 

W, H. OSBOBN, 

Commissioner of iTUerruU Revemu. 
Approved: 

Bybon R. Newton, 

ActiTig Secretary of the Treasury. 



(T. D. 2492.) 
Oases for bottled-in-'bond spirits. 

Marks and brands imprmted or embossed on a loose sheet to be attached to Govern- 
ment side of case permitted. 

Treasubt Department, 
Offioe of Commissioner of Internal Revenue, 

Washington^ D. C, May 28, 1917. 
To coUedors of internal revenue, internal-revenue agerUs, and others 
concerned: 

The following letter of even date, addressed to the Distill- 
ing Co. on the above-mentioned subject, is published for your infor- 
mation: 

Sir: This oflBce is in receipt of your letter of the 24th instant, referring to your 
recent call, and transmitting a sample corrugated pasteboard box to be used for casing 
bottled-in-bond spirits. It is noted that the marks and brands on the Government 
side of the case are first embossed or imprinted in black letters on a loose sheet of 
paper, which in turn is pasted to the Government side of the case. 

In reply you are advised that this office will not interpose any objection to the use 
of the case in question, provided that a suitable paste or glue is used which will pro- 
tect the loose sheet after the same has been attached to the case from the effects of 
moisture. 

It must also be understood that the marks and brands (excepting the serial number 
'^f the case and the stencil of the storekeeper-gauger) will be either embossed or im- 
printed in black letters upon the loose sheet and not stenciled thereon. 

If such cases are to be reused, the marks and brands thereon must be so removed or 
obliterated that it will not affect the proper remarking an<^ branding of such cases. 
Respectfully, 

David A. Gates, 
Acting Commissioner of Internal Revenue. 

Messrs. . 

A supply of this Treasury decision will be sent to collectors within 
a few days, and they will see that the interested distillers in their 
respective districts are furnished with a copy of the same. 

David A. Gates, 
Acting Commissioner of Internal Revenue, 
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(T. D. 2493.) 

Capital-stocJc tax. 

Subsidiary companies may compute the fair value of their total capital stock by 
apportiomaent of the fair value of the total capital stock of the parent corporation 
among the subsidiaries in proportion to the earnings derived by the parent corpora* 
tion from each subsidiary during the preceding year. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 
WasUngton, D. a, May 92, 1917. 

Sir: Referring to your personal call at this office on May 19 
regarding the returns of capital-stock tax of the various subsidiaries 

of the Railway Co., you are advised that the most equitable 

method of computing the fair value of the stock of these companies 
is by apportionment of the fair value of the total capital stock of 

the holding company, the Railway Co., among the various 

subsidiaries, as suggested in T. D. 2423. 

The fair value of the total capital stock of the parent corporation 
is generally computed under Case I or II on Form 707 from the 
prices hsted on the exchange or actual sales, and therefore this 
amount may be divided among the subsidiaries in proportion to the 
earnings' derived from each during the preceding year. 

The following form is recommended in furnishing such information 
to this office: 



(1) Fair value of total capital stock of the • 



■ (parent corporation) as 



shown by the capital-stock tax return on Form 707, filed with collector of 
internal revenue, district, State of .' I 



(2) Net profits of parent corporation for preceding year ended 



191-, as shown by return of net income filed with collector of internal 

revenue, district, State of I 

(3) list of subsidiary companies, with amounts of net profits derived by parent 
company from each diuing preceding year, and also list of other sources of income, 
such as actual operations, investments, or holdings in other companies. State what 
percentage such amounts are of the net profits of the parent corporation for the pre* 
ceding year (item 2) and the fair value of the total capital stock of each subsidiary aa 
computed by this method. 



Name of company. 


District 

and State- 
in which 
Form 707 
is filed. 


I. 

Amount 

of net 

profits 

returned 

to parent 

corporation 

for year 

191-. 


II. 

Percentage 
of total 
profits. 


III. 

Fair value 
of total 
capital 
sto3k- of 

subsidiary. 






1 


Per cent. 


1 












Actual operations 










Inyestments 




. ..." " 






Holdings of stock in other companies (giving list of 
such companies): 





























Total 






100 
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The *'fair value of total capital stock of a subsidiary," stated in 
Column III, should be such percentage of the *'fair value of the 
total capital stock" of the parent corporation (item 1) as the ''net 
profits" returned by that subsidiary to the parent corporation 
(shown in Column I) is to the **net profits of the parent corpora- 
tion" (item 2). For example: 

X=Fair value of total capital stock of subsidiary. 
$6,000,000 =Fair value of total capital stock of parent corporation 
(item 1). 
$20,000 =Net profits returned by that subsidiary to parent cor- 
poration (Column I). 
$500,000 =Net profits of pai'ent corporation (item 2). 
Therefore, X : : $5,000,000 : : $20,000 : $500,000. 

X = $200,000, which is the fair value of total capital stock 
of the subsidiary. 
Respectfully, David A. Gates, 

Acting Commissioner of Internal Revenue* 

Mr. , 

Assistant Comptrollery 

Railway Co. 



(T; D. 2494.) ' 

Income tax act — Decision of court* 

Income op Persons Dying Aft'er March 1, 1913, and Prior to October 3, 1913, 
Liable to Tax. 

The income of a person dying on July 22, 1913, is liable to tax. The tax is against 
dtizens and residents of the United States personally. 

Treasury Department, 
OffioEt of Commissioner of Internal Revenue, 

Washington^ D. C, June 2, 1917. 
The appended decision of the Circuit Court of Appeals, Second 
Circuit, in the case of Nicholas F. Brady et al. v. Charles W. Anderson, 
collector of internal revenue, is published for the information of 
internal-revenue officers and others concerned. The United States 
Supreme Court on May 21, 1917, refused to grant a writ of certiorari 
in this case. 

David A. Gates, 
Acting Commissioner ot Internal Revenue 



UNITED STATES CIRCUIT COURT OP APPEALS FOR THE SECOND CIRCUIT. 

Nicholas F. Brady ^ James C. Brady, and the Central Trust Co. of New York^ as executors 
of the last will and testament oj Anthony N. Brady y deceased, plaintiff's in error {plaintiffs 
behw) V. Charles W. Anderson^ late collector of internal revenue^ second district of Neu> 
Yorkt defendant in error (defendant below). 
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Before Ward, Rogers, and Houoh, Circuit Judges. 

Ward, Circuit Judge: This is an action against the collector of internal revenue by 
the executors of Anthony N. Brady, deceased, to recover taxes assessed by the Com- 
missioner of Internal Revenue and paid by them under protest upon inc«mo received 
by Brady during his lifetime before the income tax act of October 3, 1913, imposing a 
tax, had been passed. 

The sixteenth amendment, by virtue of which the statute was enacted, was ratified 
February 28, 1913, and the Supreme Court has for that reason held that Congress had 
power to make it retroactive to March 1, 1913. Brushaber v. Union Pacific Railroad 
Co. (240 U. S., 1, 20). 

Anthony N. Brady died July 22, 1913, and his executors, in accordance with the 
requirement of the Commissioner of Internal Revenue, made a return of the income 
received by him between March 1, when the act went into effect, and July 22, 1913, 
when he died. The commissioner assessed a tax of $61,654.72. 

The case having come on for trial before Grubb, Judge, and each side having moved 
for the direction of a verdict, he directed a verdict for the defendant. T?his is a writ 
of error to the judgment entered thereon. 

The questions presented are purely of law, involving only the construction of the 
statute. We confine ourselves to the consideration of the provisions relating to citi- 
zens and residents of the United States. 

Section 2 of the act reads as follows: 

A. Subdivision 1. That there shall be levied, assessed, collected, and paid annually 
upon tlie entire net income arisino: or accruing from all sources in tne prec^dinfg calen- 
dar year to every citizen of the United States, whether residing at komv or abroad, 
and to every person residing in the United States, though not a citizen thereof, a tax 
of 1 per centum per annum upon such income, except as hereinafter provided; and a 
like tax shall be assessed, levied, collected, and paid annually upon the entire net 
income from all property owned and of every business, trade, or profession carried on 
in the United States by persons residing elsewher'e. 

******* 

D. The said tax shall be computed,upon the remainder of said net income of each 

Eerson subject thereto, accruing during each preceding calendar year ending Decem- 
er thirty-first: Provided^ however, That for the year ending December thu-ty-first, 
nineteen hundred and thirteen, said tax shall be comi)Uted on the net income accruing 
from March fir A to December thirty-first, nineteen hundred and thirteen, both dates 
inclusive, after deducting five-sixths only of the specific exemptions and deductions 
herein provided for. On or before the first day of March, nineteen hundred and 
fourteen, and the first day of March in each year thereafter, a true and accurate return 
under oath or affirmation, shall be made by each person of lawful age, except as herein- 
after provided, subject to the tax imposed by this section, and having a net income 
of $3,000 or over for the taxable year, to the collector of internal reventie for the div 
trict in which such person resides or has his principal place of business, or, in the 
case of a person residing in a foreign country, in the place where his principal busine-i.s- 
is carriea on within the United States, in such form as the Commissioner of Interna! 
Revenue, with the approval of the Secretary of the Treasury, shall prescribe, setting, 
forth specifically the gross amount of income from all separate sources and from tlie 
total thereof, deducting the aggregate items or expenses and allowance herein author- 
ized; guardians, trustees, executors, administrators, agents, receivers, conservators, 
and all persons, corporations, or associations acting in any fiduciary capacity, shall 
make and render a return of the net income of the person for whom they act, subject 
to this tax, coming into their custody or control and management, and be subject to 
all the provisions of this section which apply to individuals; * * *. 

******* 

E. * * * Nothing in this section shall be construed to release a taxable person 
from liability for income tax, nor shall any contract entered into after this act take* 
effect be valid in regard to any Federal income tax imposed upon a person liable to 
such payment. * * * 

The provisions of this section relating to the deduction and payment of the tax at 
the source of income shall only apply to the normal tax hereinbefore imposed upoa 
individuals. 
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G. (a) That the normal tax hereinbefore imposed upon individuals likewise shall 
be levied, assessed, and paid annually upon the entire net income arising or accruing 
from all sources during tne preceding calendar year to every corporation, joint-stock 
company or association, and ever^ insurance company organized in the United States, 
no matter how created or organized, not including partnerships; but if oi^ganized, 
authorized, or existing under the laws of any foreign country, then upon the amount 
of net income accruing from business transactea and capital invested within the 
United States during such year: * ♦ *. 

The plaintiffs contend that the tax is against persons who are citizens or residents 
of the United States. 

The Government contends that the tax is upon the property and not upon the per- 
son, which was the view taken by the trial judge. 

The plaintiffs argue that as Brady, having died July 22, was neither a citizen nor a 
resident of the United States October 3, 1913, at the time the act was passed, its lan- 
guage does not authorize collection of any tax upon income received by him. On the 
other hand, the Government says that as the tax is upon the property, it makes no 
difference whether Brady was living or dead at that time. 

In our opinion the tax is against citizens and residents of the United States per- 
sonally. They are chargeable in respect to income received by them. The state- 
ment that the tax is upon this income does not create an obligation in rem. It is only 
a way of saying that the owner is taxable with reference to the income. Taxable per- 
sons are spoken of throughout the act. 

The effect of making the act retroactive is, in our opinion, to apply it to Brady 
exactly as if it had been enacted March 1, 1913, and as, by reason of his death, he can 
not make a return, his executors, into whose hands his estate has come, must do so. 

The judgment is affirmed. 



(T. D. 2496.) 



CoTUinuing bond for distilled spirits trcknsf erred to bonded maimfactur^ 

ing warehouses. 

Teeasuet Depaetment, 
Office of Commissionee of Internal Revenue, 

WasTiingion, D. C, June 8, 1917, 
To collectors of internal revenue and others concerned: 

In lieu of bond, Form 643, "Transportation bond for distilled 
spirits withdrawn for transfer to bonded manufacturing warehouses/' 
prescribed in Regulations No. 29, for each specific lot of distilled 
spirits, distillers or owners of such spirits may hereafter execute a 
continuing (blanket) bond, under which spirits may be so withdrawn 
from time to time. 

Until printed forms are provided by this bureau, typewritten 
copies of this bond may be used, and wiU be in the following form: 

Form No. . 

Continuing Bond. 
Act of May 28, 1880. 

Transportation bond for distilled spirits withdrawn for transfer to bonded manufacturing 

warehouses. 

Know all men by these presents, that we, , as principal, and and 

, as sureties, are held and firmly bound unto the United States of America 

in the full and just smn of thousand dollars, lawful money of the United 
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States; to which payment, well and truly to be made, we bind ourselves, jointly 
and severally, our several heirs, executors, administrators, successors, and assigns, 
firmly by these presents. 

Sealed with ouc seals, and dated at , this ... .day ol , A. D. 191-. 

Whereas the 'above bounden principal intends to remove, without payment of tax, 
certain distilled spirits now deposited, or to be hereafter deposited, in the following 

wareho use , to wi t : ware • 

(Distillery, general bonded, or special bonded.) 

house No , of , located at 

* * in the 

internal-revenue collection district of 

for transportation of the said distilled spirits to the port of 

for deposit in the bonded manufacturing warehouse No , of 



Now, therefore, the condition of this obligation is such that if each lot of spirits so 

removed as aforesaid shall imro ?diately on their arrival at the said port of 

and within 30 days from the date of application for withdrawal 

from the distillery, general or special bonded, warehouse afore mid, be duly delivered 
at and deposited in the bonded manufacturing warehouse aforesaid, in accordance 
with the internal-revenue laws and the regulations of the Treasury Department made 
in pursuance thereof; and if the said principal shall, within 1 > days from the date of 
such delivery, produce to the collector of the internal-revenue collection distric: 

aforesaid the certificate of the collector of customs at the port of 

showing that the said spirits have been received into said bonded manufacturing 
warehouse and a bond taken by the said collector, conditioned that the principal 
therein named shall manufacture and export the said spirits as required by law, then 
this obligation shall be void; otherwise to be and remaiu in full force and virtue. 

[seal.] 

fSEAL.] 

.' [seal.] 

[SEAL.I 

Signed, sealed, and delivered in the presence of: 



This bond will be executed in duplicate with satisfactory sureties 
and m a penal sum sufRcient to cover 125 per cent of the estimated 
amoimt of tax which will at any one time constitute a charge against 
the bond, and in no case less than $1,000. An account will be kept 
with each bond given, and collectors will in no instance permit the 
removal of spirits from warehouse under such bond when the penal 
sum of the bond is insufficient to cover 125 per cent of the amount 
of tax thereon, including all outstanding charges. 

When the bond is found to be insufficient, a new or additional 
bond with approved sureties may be accepted, and in such cases the 
dupUcate of such new bond will be forwarded to the Commissioner 
of Internal Revenue as in the case of an original bond. 

The collector of custom's certificate of inspection, gauging, and 
depositing of distilled spirits in bonded manufacturing warehouse, 
together with the certificate of the customs gauger and the detailed 
report of packages gauged, will be forwarded by collectors of internal 
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revenue to the office of the Commissioner of Internal Revenue in order 
that credit may be taken in their bonded-spirits accounts. 

Such certificates, etc., should, however, be indorsed with reference 
to the particular bond filed, and any payment of tax on account of 
deficiencies should be noted on the papers so forwarded, the quantities 
so tax paid to be entered at the proper lines in the collector's bonded- 
spirits accounts. 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Approved: 

Byron R. Newton, 

Acting Secretary of the Treasury. 



(T. D. 2496.)^ 
AlcoThol for scientific purposes. 

Modifying department regulations of November 4, 1911 (T. D. 1731), respecting the 
use of tax-free alcohol for scientific purposes. 

[Internal-Revenue Circular No. 715., revieed.] 

Tbeasurt Department, May 31, 1917. 
Section 3297 of the Revised Statutes of the Ui^ite4. 3tote9 proyides 
that — 

The Secretary of the Treasury is authorized to grant permits to any incorporated 
or chartered scientific institution or college of learning to withdraw alcohol in speci- 
fied quantities from l)ond without payment of the internal-revenue tax on the same, 
or on the spirits from which the alcohol has been distilled, for the sole purpose of pre- 
serving specimens of anatomy, physiology, or natural history belonging to such insti- 
tution, or for use in its chemical laboratory: Provided, That applications for permits 
shall be made by the president or curator of such institution, who shall file a bond 
for double the amount of the tax on the alcohol to be withdrawn, with two good and 
suflScient sureties, to be approved by the Commissioner of Internal Revenue, and 
conditioned that the whole quantity of alcohol so withdrawn from bond shall be used 
for the purposes above specified and for no other, and that the said president or 
curator shall comply with such other requirements and regulations as the Secretary 
of the Treasury may prescribe. And if any alcohol so obtained is used by any ofiicer, 
as aforesaid, of such institution for any purposes other than that above specified, then 
the said oflficer or sureties shall pay the tax on the whole amount of alcohol withdrawn 
from bond, together with a like amount aa a penalty in addition thereto. 

The provisions contained in the foregoing section are extended by 
the act of Congress approved May 3, 1878 (20 Stat., 48), which 
provides — 

That the Secretary of the Treasury is authorized to grant permits, as provided for 
in section thirty-two hundred and ninety-seven of the Revised Statutes of the United 
States, passed at the first session of the Forty-third Congress, to any scientific uiii- 

1 Superseding T. D. 1731 of Nov. 4, 1911. 
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versity or college of learning created and constituted such by any State or Territory 
under its laws, though not incorporated or chartered, upon the same terms and sub- 
ject to the same restrictions and penalties, already provided by said section thirty- 
two hundred and ninety-seven; Provided further j That the bond required thereby 
may be executed by any officer of such university or college, or by any other person 
for it, and on its behalf, with two good and sufficient sureties, upon like conditions, 
and to be approved as by said section is provided. 

By an act (Public, No. 154, 64th Cong.) entitled **An act to amend 
existing laws relating to the use of alcohol, free of tax, by scientific 
institutions or colleges of learning,'' approved July 8, 1916, it is 
provided — 

That the Secretary of the Treasury is authorized to grant permits, as provided for in 
section thirty-two hundred and ninety-seven of the Revis^ Statutes of the United 
States, for the withdrawal of alcohol from bond, free of tax, to any scientific university 
or college of learning created and constituted as such by any Stat^ or Territory under 
its laws, though not incorporated or chartered, and to any hospital maintained by 
endowment or otherwise, and not conducted for profit, upon the same terms and 
subject to the same restrictions and penalties already provided by said section 
thirty-two hundred and ninety-seven: Provided, however , That alcohol so obtained by 
hospitals may be used in surgical operations and, except as a beverage,^ in the treat- 
ment of patients, under such regulations as the Secretary of the Treasiuy may pre- 
scribe: And provided further, That the bond required by said section thirty-two him- 
dred and ninety-seven may be executed by an oflBcer of such hospital or institution 
or by any other person for it, and on ib behalf, with two good and sufficient sureties, 
upon like conditions, and to be approved as by said section is provided. (T. D. 2351.) 

The privilege of withdrawing alcohol in bond for the purposes above 
specified is held to apply to all institutions of learning, created and 
constituted as such under any State or Territorial law, and to hos- 
pitals similarly created and having connected therewith a training 
school for nurses or where cHnical lectures are delivered. 

In all such cases, however, the alcohol obtained must be used solely 
for the purposes specified in the statute, viz, for preserving specimens 
of anatomy, physiology, or natural history belonging to such insti- 
tution, or for use in its chemical laboratory. 

The use of alcohol outside of the chemical laboratory (except for 
the preservation of the specimens named) will imder no circum- 
stances be allowed, and its use in the chemical laboratory must be 
such as either to secure its actual destruction, as when burned in a 
spirit lamp, or destroy its identity as alcohol, as in making extracts, 
preparing ether or chloroform, or compounding pharmaceutical prepa- 
rations to be used exclusively in the treatment of patients in the 
hospital to which the chemical laboratory is attached, and not to be 
sold to any person whatever. 

The term *' chemical laboratory'' as used in section 3297 is held to 
include any allied laboratory, such as physical or electrical laboratory, 
belonging to such institution or college in which the alcohol so ob- 
tained is used purely for scientific purposes. (T. D. 1971.) 
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TJSB OF ALCOHOL BY HOSPITALS. 

Article 1. It will be noted that articles and preparations made or 
compounded, as hereinbefore indicated, and not the alcohol, may be 
nsed in the treatment of patients, and that the identity of the alcohol, 
as such, must be destroyed in the manufacture or compounding of 
such articles, etc. The use of the alcohol, therefore, either in a 
pure or diluted state, for bathing patients, cleansing surgical instru- 
ments, burning in spirit lamps, etc., outside of the chemical laboratory, 
can not be permitted under the statute named, and any unauthorized 
use of the alcohol will render the parties giving the required bond 
liable to ^^ the tax on the whole aiooront of alcohol withdrawn, together 
with a like amount as a penalty in addition thereto." The use of 
alcohol for bathing patients, or in surgical operations, will be per- 
mitted, howevet, where the alcohol is first mixed in the chemical 
laboratory with an antiseptic and in such proportions as to change 
ite identity and render it unfit for other purposes. Its use in such 
cases, however, will be permitted only when such use is specifically 
set forth in the application and bond filed, and the formula or formulas 
(subject to the approval of the Commissioner of Internal Revenue) 
also are specifically set forth in both the application and bond* 

As here indicated, the addition of water, or small quantities of 
aromatic drugs, reported in certain cases, will not be regarded as a 
compliance with these regulatiooa; and the use ol alcohol no diluted 
or prepared will render tJbe bond liable to the taix; and penalty im- 
posed. Nor should the alcohol be used for any purpose oth^ than 
those specified in the application and bond; and, in cases where 
colleges or other institutions obtaining alcohol have a hospital con- 
nected therewith, that fact should be stated in each application and 
bond filed. 

Art. 2. In order to secure uniformity in the issuance of permits 
for the withdrawal of alcohol free of tax under section 3297, Revised 
Statutes, for scientific purposes by incorporated and chartered 
institutions, and to safeguard the use of such alcohol under the pro- 
visions of section 3297, Revised Statutes, permits for such with- 
drawals will be issued to hospitals and sanitariums to which the 
privileges of this section heretofore have been extended only on 
appUcations which contain in full the formula or formulas embodied 
in the bond filed for the withdrawal of alcohol for such institutions, 
which formula or formulas must have been previously approved by 
the Commissioner of Internal Revenue. 

With a view to the destruction of the identity of the alcohol in the 
chemical laboratories of such institutions, as set forth in article 1, 
the following formulas have been approved by this ojffice, viz: 
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For antiseptic purposes in general, 

1. Alum 10 grains, camphor 3 grains, alcohol 4 ounces. 

2. Carbolic acid 1 part, alcohol 99 parts. 

3. Formaldehyde 1 part, alcohol 250 parts. 

4. Alum 2 ounces, sulphate of zinc 1 ounce, alcohol 1 gallon. 

5. Alum 1 dram, camphor 1 ounce, alcohol 1 pint. 

6. Bichloride of mercury 1 part, alcohol 2,000 parts. 

7. Alum 2 ounces, salicylic add 2 ounces, oil gaultheria 2 ounces, water 1 pint, 
alcohol q. s. 1 gallon. 

8. Carbolic acid 2 drams, oil gaultheria 20 drops, alcohol 1 gallon. 

9. Bichloride of mercury 0.8 gram, hydrochloric acid 60 c. c, alcohol 640 c. c, 
water 300 c. c. 

10. Bichloride of mercury IJ grains, hydrochloric acid 2 drams, alcohol 4 ounces. 

11. Bicarbonate of soda 3 ounces, extract of hamamelis 16 ounces, water 16 ounces, 
alcohol 16 ounces. 

12. Formaldehyde 2 parts, glycerin 2 parts, alcohol 96 parts. 

13. Oil cajuputi 1 dram, alcohol 1 pint. 

14. Tannic acid 12 parts, alcohol 125 parts, water 125 parts. 

15. Carbolic acid 1 dram, tannic acid 1 dram, alcohol 1 pinK:, water 1 pint. 

16. Alum i ounce, formaldehyde 2 drams, camphor 1 ounce, alcohol and water 
each 1 pint. 

17. Lysol 1 part, alcohol 99 parts. 

18. Liquor CresoUs Com ). (U.S. P.), 10 c. c. alcohdl 1,000 c. c. 

Applicants may incorporate one or more formulas in the condi- 
tions of the bonds filed, but are restricted to the use of the alcohql 
according to the formulas incorporated therein. 

Withdrawals will not be permitted under bonds in which a formula 
does not appear, and applications and bonds which contain formulas 
different from those heretofore mentioned, and which have been 
approved, should not be submitted to this office for consideration 
and approval. 

As it is the policy of the office not to multiply the number of for- 
mulas, and. as it is believed that those above set forth will meet all 
requirements, consideration will not be giyen to other formulas with 
a view to their approval and pubhcation. (T. D. 1969.) 

The instructions herein contained supersede those contained in 
T. D. 1739, in so far as the same are in conflict therewith. 

BOND AND APPLICATION TO BE FILED. 

Art. 3. When it is desired to withdraw alcohol for the benefit of 
an institution under either of the above provisions of law, the apph- 
cant will present to the collector of internal revenue, in whose dis- 
trict the institution for which the withdrawal is to be made is situ- 
ated, an application to the Secretary of the Treasury for permit to 
withdraw such alcohol; and in case the institution named is an 
incorporated or chartered institution, the application will be made by 
the president or curator, and in such cases a copy of the charter, or 
articles of incorporation, should be annexed to the first appHcation, 



Digitized by VjOOQIC 



112 

and in case the institution is a ''scientific university, or college of 
learning/' created under a general law of a State or Territory, tHat 
fact must be shown, and an extract of the law given. 

In case of hospitals there should be filed, in addition to the required 
copy of articles of incorporation, evidence showing that the institu- 
tion has a training school for nurs^ or other educational features. 

When application is made imder the act of July 8, 1916, evidence 
must be submitted that the hospital is maintained by endowment or 
otherwise, and not conducted for profit. 

The proofs so furnished, showing the institution to be entitled to 
tiie benefits of the statute, must be submitted to the Commissioner 
of Internal Revenue foi* his examination and approval. 

Abt. 4. At the time of filing the first application, the applicant 
will make and execute a bond in (luplicate, signed by himself as 
principal, and (unless signed by a surety company) with two or more 
sureties, who shall not be officers of the institution in which the 
'alcohol is to be usfed, but shall be residents of the United Stktes 
judicial district in which such institution is located, conditioned that 
the whole quantity of alcohol so withdrawn shall be used for the 
purpose of preserving specimens of anatomy, physiology, or natural 
history belonging to the institution, or for use in the chemical 
laboratory of such institution, and for no other purpose. And with- 
drawals may be made from time to time under said bond as ioiig 
as it remains good and sufficient, or imtil the same shall have been 
revoked or canceled by order of the Commissioner of Internal 
Revenue. 

The penal sum of bonds hereafter filed must be sufficient to cover 
double the amount of tax on the alcohol to be withdrawn at any brie 
time, and in no case less than $500 ; and the time to be specified in the 
bond for the production of proofs as to use of the alcohol must in no 
case exceed 24 months. 

In filing applications for withdrawal, the quantity of alcohol 
applied for shouid in no case exceed the quantity that will be used 
during the time specified in the bond. 

Collectors will in no case forward an application which will make 
or increase the tax Uability beyond one-half of the penal sum named 
in the bond. 

When the application is made for an incorporated institution, under 
section 3297, Revised Statutes, the bond should be given by the presi- 
dent or curator of the institution as principal, whose name and official 
designation should appear in the recital of the bond. 

When the application is made for a university or college under the 
act of May 3, 1878, the bond may be signed by an officer of the insti- 
tution, or by any other person for it. The bond wiU be in the follow- 
ing form, viz: 
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Bond.— FoBM 432. 

Know all men by these presents, that , of , as principal, and 

, of , and , of , as sureties, are held and firmly 

bound unto the United States of America in the sum of dollars, to be paid to 

the said United States; for the payment whereof we. bind ourselves, otur heirs, execu- 
tors, and administrators; jointly and severally, firmly by these presents. 

Witness our hands and seals this the day of , nineteen himdred and 



The condition of this obligation is such, that whereas the above-boimden 



-, principal, intends to withdraw from bonded warehouse, without payment of 
tax, certain alcohol for the sole purpose of preserving specimens of anatomy, physi- 
ology, or natural history belonging to the ' , in the * , of of ' 

and State of ; or for the sole purpose of use in the chemical laboratory of said 

institution in the following described manner:* . 

Now, therefore, if the entire quantity of alcohol so withdrawn by the said principal 
from time to time hereafter, and until this bond shall have been revoked or canceled 
by direction of the CommiBsioner of Internal Revenue, shall be used by the said 
institution, or the proper officer thereof, for the purposes above specified, and for no 
other purpose, and if the principal of said institution shall, as to each lot of alcohol 
so withdrawn, produce, within twenty-four months from the date of such withdrawal, 

to the collector of internal revenue for the * district of the State of , proof 

satisfactory to that officer and to the Commissioner of Internal Revenue that the said 
alcohol has been so used for the purposes above specified, and for no other purpose, 
and shall comply with such other requirements and regulations as the Secretary of 
the Treasury may prescribe, then this obligation to be void; otherwise, to be and re- 
main in full force and virtue. 

And the obligors, for themselves, their heirs, executors, administrators, successors, 
and assigns, do further covenant and agree with the United States, in case^aid alcohol, 
or any part thereof, shall be used for any purposes other than those above specified, 
well and truly to pay or cause to be paid to the collector aforesaid the tax on the whole 
amoimt of alcohol withdrawn from bond, together with a like amount as a penalty in 
addition thereto. 

. [L.8.] 

. [L.8.1 

. [L. 8.] 

Signed, sealed, and delivered in presence of— 



1 Here state the name of the institutioa or collegie. 
•Town or dty. 
t Cotinty or parish. 

* Here describe the mode of um. If intended for hospital use as provided in articles 1 and 2 of these regii- 
!stiails, the formula under which the aloohd is to be prepared for such use should also be here stated. 

• District in which the institution is located. 

The bond should be executed under seal, and the signature of the 
principal and that of each individual surety must be attested by two 
witnesses. A corporate surety must aflSx its corporate seal. 

Art. 5. Said bond, together with the first application for permit, 
will be deposited by the applicant with the collector of internal rev- 
enue for the district where the institution in which the alcohol is to be 
76551'— VOL 1&— 17 8 
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used is located. Upon acceptance of the bond the collector will ap- 
pend thereto his certificate in the following fonn: 

I hereby certify that I have carefully examined the within bond and find that 
the same is executed in due form; that the sureties thereto are good and su^cient, 

and that the principal is the duly elected or appointed of the institution named 

and (in case the bond is given by a single or married woman) that the said principal 
is competent under the laws of the State in which the institution is located to enter 
into the foregoing obligation. 

He will also certify that he has examined the matters stated in the 
accompanying apphcation and finds them to be true, and that said 
appUcation appears to him to have been made in good faith. The 
collector will then forward the original of such bond and applica- 
tion to the Commissioner of Internal Revenue. 

Apphcations and bonds so received wiU in aU cases be noted on 
Record 123, to be furnished collectors for^that purpose, and when- 
ever an application for alcohol is made after the first one, the col- 
lector will certify to the Commissioner of Internal Revenue that the 
bond remains good, or will notify him of any change aiOfecting the 
responsibility of the signers. 

In order that mmecessary delays and correspondence may be 
avoided in these cases, collectors will see that all bonds, applications, 
and proofs filed by applicants are prepared strictly in accordance 
with these regulations before forwarding the same to the Commis- 
sioner of Internal Revenue. As the dupUcate permit is mailed to the 
person who signs the appUcation, his or her signature and post-office 
address should be plainly and legibly written in order to insure the 
prompt receipt of the duplicate. If in a city, the street and number 
should be given. 

FORM OF APPLICATION. 

Art. 6. Upon the approval of the bond by the Commissioner of > 
Internal Revenue, on proof satisfactory to him that the institution is 
entitled to the benefit of the provisions of said section 3297, as 
amended by the act of May 3, 1878, and the act of July 8, 1916, the 
principal therein named may from time to time make apphcation, in 
the form hereinafter prescribed, for the withdrawal of alcohol as 
occasion may require: Provided , The penal sum of the bond is suffi-* 
cient to cover double the amoimt of tax on the alcohol to be with- 
drasm and not less than $500. And upon receipt of an appUcation 
by the collector, he will transmit the same to the Commissioner of 
Internal Revenue with his approval noted thereon. 

The apphcation in all cases should specify each package and con- 
tents, as shown by the original gauge, which package wiU, however, 
be subject to regauge on withdrawal. The application will be in the 
following form, viz: 
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Application. — Form 431. 

To THE Sbobetart OP THE Trbasury: 
The undersigiied requests pennission to withdraw from the 



by 



warehouse owned 

the following-described alcohol 

day of , 191-,2: 



— ■ bonded 

— , at — ' , in the district of , 

which was stored in said warehouse on the 



No. of 
packages. 


Serial No. of 
each package. 


No. of warehouse 

stamp on each 

package. 


Wine gallons 
in each 
package. 


Degree of 

proof of each 

package. 


Taxable gal- 
lons in each 
package. 














^ 1 ^_ 










J 








1 







for the sole purpose of preserving specimens of anatomy, physiology, or 

natural history belonging to the ,'* located at , in the State of , 



of which institution the undersigned is the < 



oratory of said institution for the following-named purposes: '< 

(Signed) 



-,* or for use in the cheipical lab- 



Post-office address, 



1 Here insert <' distillery" or ** general/' as the case may be. 

^If the alcohol is in a general bonded warehouse, here insert the words ''produced by , 

distiller, in the district of ." 

Here insert the name of the institution for whl(di the alcohol Is to be withdrawn^ 
President or curator, if an incorporated or chartered institution, and if not, then the duly authorised 
agent. 

* If intended for hospital use, the formula for the destruction of the identity of the alc(^ol most be here 
given. 

PERMITS. 

Art. 7. Upon receipt by the Commissioner of Internal Revenue of 
the application filed, an original and dupUcate permit will be issued 
by the Secretary of the Treasury, the original of which will be for- 
warded to the collector of internal revenue for the district in which 
the bonded warehouse containing the spirits is located, and the du* 
plicate, having a receipt in blank printed on the back of it, will be 
transmitted to the applicant, who must sign the receipt, and should 
then send it to the person or firm from whom the spirits were pur- 
chased, to be at once forwarded to the distiller, who will immediately 
hand it to the storekeeper of the warehouse. If, however, the appU- 
cant knows the address of the distiller, he may send the dupUcate 
directly to the distiller. 

Art. 8. Upon receipt of the original permit, the collector will 
notify the storekeeper at the bonded warehouse from which the 
spirits are to be withdrawn that such permit has been granted, in- 
close him a copy thereof on Form 328, and direct him to deliver the 
spirits to the person named therein, or his duly authorized agent, 
without the payment of tax, upon the delivery to such storekeeper 
and cancellation by him of the duplicate permit issued to such person 
Such cancellation shall be made by writing across the face of said 
duplicate permit the words, '*The spirits herein described were de- 
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livered to the person herein named this — ; — day of , 

191-," ^ to be signed by the storekeeper. The storekeeper will see 
that the receipt printed on the back of the duplicate is properly filled 
up and signed before he deUvers the spirits. The collector's order 
to the storekeeper will be in the following form, viz: 

Office of Collector of Internal Revenue, 

District of the State of , 

-, /W-. 

Sir: You are hereby directed to deliver the spirits described in the application 

of to the said , or his duly authorized agent, without 

payment of the tax, in accordance with the terms of the permit granted by the Sec- 
retary of the Treasury, a copy of which is inclosed. 

■ , Collector. 

To Mr. , Storekeeper. 

CREDIT ON BONDED ACCOUNT. 

Art. 9. The storekeeper at such bonded warehouse will report 
such spirits on his Forms 86 and 87, with the ganger's report (Form 
59, revised), as withdrawn, but will state that they were withdrawn 
without the payment of tax, imder the provisions of section 3297, 
Revised Statutes, and he will immediately, upon the withdrawal of 
the spirits as above mentioned, transmit the aforesaid dupUcate 
permit to the collector, who will note upon the original permit in his 
possession. the facts of the cancellation of the permit and the with- 
drawal of and receipt for the spirits therein mentioned, and will 
transmit the permit so received from the storekeeper to the Commis- 
sioner of Internal Revenue. 

The collector of internal revenue will take credit for all spirits so 
withdrawn on the appropriate hne of his bonded account (Form 94a) 
for the month during which such withdrawal is made. He will also 
make the proper entry on the inside page of that account as to the 
quantity covered by each permit, and will forward each of such 
duplicate permits with his bonded account as vouchers for such 
entry. 

All alcohol to be withdrawn for scientific purposes, free of tax, 
under the provisions of section 3297, Revised Statutes, is subject to 
regauge on withdrawal, as hereinbefore stated, but in order to obtain 
the benefit of the leakage allowance as provided by section 3294, 
Revised Statutes, as amended, a request for regauge on modified 
Form 179 must be filed. 

PROOF AS TO USE OF ALCOHOL — FORM 524. 

Art. 10. For the cancellation of the foregoing bond, or for the pur- 
pose of obtaining a credit on said bond, a certificate, under oath, and 
substantially in the following form, will be required of the oflBcer or 

1 In case of any shortage or discrepancy, the same will be here noted. 



Digitized by VjOOQIC 



117 

oflScers of the institution under whose direction or supervision the 
alcohol has been used, such certificate to be filed with the collector 
named in the bond, and, if approved, to be forwarded by him to 
the C!ommissioner of Internal Revenue with his approval indorsed 
thereon: 

I, , hereby certify th%t the alcohol described in the application of 

-, dated the day of , 191-, and withdrawn, under bond, from 



the bonded warehouse of '■ — , in the district of , under the 

provisions of section 3297, Revised Statutes, for the preservation of specimens of 
anatomy, physiology, or natural history belonging to, or for the sole purpose of use 
in the diemical laboratory of, the * , located at , was received at said insti- 
tution on or about the day of -, 191-, and has been wholly used imder 

my supervision as ^ of said institution for the preservation of said specimens, 

or in said chemical laboratory for the following described purposes, viz: » — . 



}" 



Personally appearing, made oath before me that the foregoing 

statement by him subscribed is in all respects correct and true. 
Dated , 191-. [sbal.] 

1 Here insert the name of the institution. 

* The official designation of the party under whose supervision the alcohol was used should be here stated. 

>II used in making or compounding medicinal preparations for hospital purposes such use should be 
spedflcally here stated, and the following words should be added: " And that no portion of said artictos or 
preparations has been or will be sold to any person whatever/' 

Collectors wiU see that the dates of appUcation for and receipt of 
the alcohol stated in the proofs as to use of alcohol are at least 
approximately correct. 

EXTENSION OF TIME NAMED IN BOND. 

Art. 11. Where the principal to the bond is unable, from good 
cause, to furnish the required proof within the time specified in his 
bond, an extension of time, not exceeding twelve months, may be 
obtained upon appUcation therefor to the Commissioner of Internal 
Revenue, accompanied by the consent of the sureties to the bond to 
such extension; such appUcation and consent to be approved by the 
collector with whom the bond was originally filed. 

The extension asked for must be for a specified time, not exceeding 
that above stated, and the appUcation therefor must set forth the 
reasons why the condition of the bond as to the presentation of proof 
has not been compUed with, and must be sworn to; and the accom- 
panying consent of the sureties to the bond must be executed under 
seal, and witnessed as in the case of giving an original bond. 

BLANK FOBMS FURNISHED BY COLLECTORS OF INTERNAL REVENUE. 

Art. 12, Blank forms of the appUcation, bond, and proof of use 
herein prescribed will be furnished by coUectors of internal revenue. 
Collectors of internal revenue who may need such forms should apply 
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for them to the Commissioner of Internal Revenue. Hereafter bonds 
and apphcations must be made on these forms. 

W. G. McAdoo, Secretary of the Treasury, 



<T. D. 2497.) 
Estate tax. 



In§tructioD0, with tables, relating to the computation of the 5 per cent disconlit tobe 
allowed on estate tax when paid before one year after the death of decedent. 

Treasury Departmekt, 
Offioe of Cokmissioner of Internal Revenue, 

Washington, D. C, June 4, 1917. 
To collectors of internal revenue:' 

(1) Numerous inquiries have been addressed to the bureau relative 
to the method of computing the 5 per cent discount allowable on 
estate taxes where said taxes are paid in less than one year after the 
death of the decedent, as to accepting partial payments of estate 
taxes based on tentative returns, and as to the proper manner of 
reporting said taxes on Form 22. 

(2) Tables showing Jihe discount on $1 from 1 to 364 days have, 
therefore, been prepared and are hereto appended. Collectors and 
others concerned in computing the discoimt should use these tables 
exclusively. Care should be taken to determine the number of days 
remaining in the month during which payment is made and count 
forward actual days until due date. For example: Date of death, 
March 4, 1917, payment made September 13, 1917; there would be 
17 days remaining in September, October 31, November 30, Decem- 
ber 31, January 31, February 28, and four days in March, the due 
date, making a total of 172 days for which discount is allowable. 

(3) Now, in computing the discoimt, find in the table the discount 
on $1 for 172 days and multiply the gross tax by this. The result^ 
will be the discount allowable, which, deducted from the full gross 
tax, will give the amoxmt of tax on the date payment is made. 

Executors in computing discoimt will use as the date of payment 
the date when said payment will actually be placed in the collec- 
tor's hands, as the statute fixes that as the date of payment regard- 
less of the date of remittance or mailing, 

(4) In reporting estate taxes on the assessment list, the collector 
should in every case append a footnote on Form 23 as follows: Gross 
tax, $ ; paid (give date); discount for days; $ . 

(6) Frequently, executors will file a return and request the col- 
lector to advise them of the amount of tax due, less discount. In 
such cases, the collector should compute the discount to some future 
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date, advising the executor of the amount necessary to satisfy the 
tax on the date named, making it dear that the computation is 
based on the presumption thiat the money will be in his (the col- 
lector's) hands on that date. 

(6) Again, executors file a tentative return and ask permission to 
make a partial payment of the tax due, usually specifying a certain 
amount, provided the discoimt- on this amount is allowed. 

(7) The department sees no objection to collectors accepting such 
partial payments and reporting the same on their assessment Ust as 
advance payments. Care should be taken, however, to compute the 
present worth of such payments in order to determine how much of 
the tax is discharged. The computations in such case should be filed 
with the tentative return in order that when a complete or fiscal 
return is ^edthe balance of the tax due can readily be determined. 
The present worth may readily be found by use of the table as follows: 
Prom $1 deduct the amount of discount on $1 from date of payment 
to due date. Divide the amount of tax paid by this remainder, and 
the quotient will be the present worth of the amoimt of tax HabiUty 
discharged. 

(8) For example, a partial payment of $300,000 is tendered 278 
days before due date. By the table 5 per cent discoimt on $1 for 278 
days is found to be $0.0380821 ; $1 less $0.0380821 leaves $0.9619179; 
$300,000 divided by $0.9619179 equals $311,876.82, the present worth 
or the amount of tax Uabihty discharged by the partial payment. 

(9) Hereafter in reporting estate tax on Form 22 it will only be 
necessary to report the total amount collected imder each act. The 
discoimt allowed will Ukewise be reported for statistical purposes on 
Form 22 in totals only. In cases like that described in paragraph 
8 the difference between the money paid and the present worth woidd 
be regarded as discount in reporting on said form. 

David A. Gates, 
Acting Commissioner of Internal Beverme. 



6 per cent discount on fl, 1 day to S64 days. 



Days. 


Discount. 


Days. 


Disooont. 


Days. 


Disooont. 


Days. 


Discount. 


1 


la 0001360 


17 


la 0023287 


33 


10.0045205 


49 


la 0067123 


2 


.0002739 


18 


.0024657 


34 


.0046575 


50 


.0068493 


8 


.0004109 


19 


.0026027 


35 


.0047945 


61 


.0060863 


4 


.0005479 


20 


.0037397 


36 


.0049315 


52 


.0071232 


6 


.0006849 


21 


.0028767 


37 


.0050684 


63 


.0072602 


6 


.0008219 


22 


.0030136 


38 


.0052054 


54 


.0073972 


7 


.0009589 


23 


.0031506 


39 


.0053424 


56 


.0076342 


8 


.0010958 


24 


.0032876 


40 


.0064794 


56 


.0076712 


9 


.0012328 


25 


.0034246 


41 


.0056164 


67 


.0078082 


10 


.0013098 


26 


.0035616 


42 


.0057534 


58 


.0079452 


11 


' .0015068 


27 


.0036086 


43 


.0058004 


S9 


.0080831 


12 


.0016439 


28 


.0038356 


44 


.0060273 


60 


.0082191 


13 


.0017898 


29 


.0039726 


46 


.0061643 


61 


.0083561 


14 


.0019178 


80 


.0041096 


46 


.0063013 


62 


.0084931 


16 


.0020547 


31 


.0042406 


47 


.0064383 


63 


.0086301 


U 


.0021917 


39 


.0043836 


48 


.0066753 


64 


.QQS7«a 
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S per cent diteount onfl,ldayto S64 di^*— Continued. 



Days. 


Disoount. 


Days. 


Disoount. 


Days. 


Discount. 


Days. 


Discount. 


06 


la 0088041 


140 


80.0191780 


216 


la 0294520 


290 


la 0397260 


66 


.0090410 


141 


.0193160 


216 


.0206890 


291 


.0398630 


«7 


.0091780 


142 


.0194520 


217 


.0297260 


292 


.0400000 


68 


•0093160 


143 


.0196880 


218 


.0298630 


293 


.0401369 


69 


.0094620 


144 


.0197260 


219 


.0300000 


294 


.0402739 


70 


.0095890 


146 


.0198630 


220 


.0801369 


296 


.0404109 


71 


.0097260 


146 


.0200000 


221 


.0302739 


296 


.0406479 


72 


.0098630 


147 


.0201360 


222 


.0304109 


297 


.0406849 


73 


.0100000 


148 


.0202739 


223 


.0305479 


298 


.0408219 


74 


• 0101369 


140 


.0204109 


224 


.0806849 


299 


.0409589 


76 


• 0102739 


160 


.0205479 


226 


.0308219 


300 


.0410958 


76 


.0104109 


161 


.0206840 


220 


.0809589 


301 


.0412328 


77 


.0105479 


162 


.0208219 


227 


.0810958 


302 


.0413098 


78 


.0106849 


163 


.0200589 


228 


.0812328 


303 


.0416068 


79 


.0108219 


154 


.0210958 


229 


.0313698 


304 


.0416438 


80 


.0100589 


165 


.0212328 


230 


.0316068 


306 


.0417808 


81 


.0110958 


166 


.0213608 


231 


.0316438 


306 


.0419178 


88 


.0112328 


157 


.0215068 


232 


.0317808 


307 


.0420647 


83 


.0113698 


168 


.0216438 


233 


.0319178 


308 


.0421917 


84 


.0116068 


169 


.0217806 


234 


.0320547 


.309 


.0423287 


85 


.0116438 


160 


.0219178 


236 


.0321917 


310 


.0424657 


86 


.0117808 


161 


.0220547 


236 


.0323287 


311 


.0426027 


87 


.0119178 


162 


.0221917 


237 


.0324657 


312 


.0427397 


88 


.0120547 


163 


.0223287 


238 


.0326027 


313 


.0428767 


89 


.0121917 


164 


.0224657 


239 


.0827397 


314 


.0430136 


90 


.0123287 


165 


.0226027 


240 




315 


.0431606 


91 


.0124657 


166 


.0227397 


241 


.0330136 


. 316 


.0432876 


92 


.0126027 


167 


.0228767 


242 


.0331606 


317 


.0434246 


93 


.0127397 


168 


.0230136 


243 


.0332876 


318 


.0436616 


94 


.0128767 


169 


.0231506 


244 


.0334246 


319 


.0436086 


95 


.0130136 


170 


.023287b 


246 


.0335616 


320 


.0438366 


96 


• .0131606 


171 


.0234246 


246 


.0336986 


321 


.0439726 


97 


.0132876 


172 


.0235616 


247 


.0338366 


322 


.0441095 


96 


.0134246 


173 


.0286986 


248 


.0339726 


323 


.0442465 


99 


.0135616 


174 


.0238356 


249 


.0341096 


324 


.0443835 


100 


.0136986 


■ 175 


.0239726 


250 


.0342466 


326 


.0446205 


101 


.0138356 


176 


.0241095 


251 


.0343835 


326 


.0446675 


102 


. 0139726 


177 


.0242465 


262 


.0345206 


327 


.0447945 


103 


« 0141095 


178 


.0243835 


253 


.0346575 


328 


.0449315 


104 


.0142465 


179 


. .0245206 


264 


.0347946 


329 


.0460684 


105 


.0143835 


180 


.0246575 


256 


.0349315 


330 


.0452054 


106 


.0145205 


181 


.0247945 


256 


.0860684 


331 


.0463424 


107 


.0146575 


182 


.0249315 


257 


.0362064 


332 


.0464794 


108 


.0147945 


183 


.0250684 


258 


.0863424 


333 


. .0466164 


109 


.0149315 


184 


.0252054 


259 


.0354794 


334 


.0457534 


110 


.0150684 


185 


.0253424 


260 


.0366164 


336 


.0468904 


111 


.0152054 


186 


.0264794 


261 


.0357534 


336 


.0460273 


112 


.0163424 


187 


.0266164 


262 


.0358904 


337 


.0461643 


113 


.0154794 


188 


.0257534 


263 


.0360273 


338 


.0463013 


114 


.0156164 


189 


.0268004 


264 


• 0361643 


330 


.0464383 


116 


.0167534 


190 


.0260273 


266 


.0363013 


340 


.0466763 


116 


.0158904 


191 


.0261643 


266 


.0364383 


341 


.0467123 


117 


.0160273 


192 


.0263013 


267 


.0365753 


342 


.0468493 


118 


.0161643 


193 


.0264383 


268 


•0867123 


343 


.0409863 


119 


.0163013 


194 


.0265753 


269 


.0868493 


344 


.0471232 


120 


.0164383 


196 


.0267123 


270 


.0869863 


346 


.0472603 


121 


.0165753 


196 


.0268493 


271 


.0371232 


346 


.0473972 


122 


.0167123 


197 


.0260863 


272 


.0372602 


347 


.0476342 


123 


.0168493 


198 


.0271232 


273 


.0873972 


348 


.0476712 


124 


.0169863 


199 


.0272602 


274 


.0376342 


349 


.0478083 


125 


.0171232 


200 


.0273972 


. 276 


.0376712 


350 


.0479452 


126 


.0172602 


201 


.0275342 


•276 


.0378082 


351 


.0480821 


137 


.0173972 


202 


.0276712 


277 


.0379462 


362 


.0482191 


128 


.0175342 


203 


.0278062 


278 


.0380821 


363 


.0483561 


129 


.0176712 


204 


.0279462 


279 


.0882191 


364 


.0484981 


130 


.0178082 


205 


.0280821 


280 


.0883661 


366 


.0486301 


131 


.0179452 


206 


.0282191 


281 


.0384931 


356 


.0487671 


132 


.0180821 


207 


.0283561 


282 


.0386301 


367 


.0489041 


188 


.0182191 


208 


.0284931 


283 


.0387671 


368 


.0490410 


134 


.0183661 


209 


.0286301 


284 


.0389041 


369 


.0491780 


135 


.0184931 


210 


.0287671 


286 


.0390410 


360 


.0483160 


186 


.0186301 


211 


.0289041 


286 


.0391780 


361 


.0494620 


187 


.0187671 


212 


.0200410 


287 


.0393150 


362 


.0495890 


188 


.0189041 


213 


.0291780 


288 


.0394620 


363 


.0407260 


180 


.0190410 


214 


.0298160 


280 


.0395890 


364 


.0406630 
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(T. D. 2498.) 

Bottling of spirits in bond. 

Modifying T. D. 2488 of May 9, 1917, relative to the underfilling of bottlee or ludug 

undereized bottles. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Wdshinffton, D, O.j June 5, 1917. 
To collectors of internal revenue f revenue agents, and others concerned: 

After a careful consideration of facts presented to this office by 
numerous glass manufacturers throughout the country, it has been 
demonstrated that there is of necessity a slight variation due to 
expansion, etc., in the capacity of bottles as now manufactured, and in 
view of this fact T. D..2488 of May 9, 1917, is hereby amended so as to 
permit a variation of one-half ounce above and below the standard. 

Therefore, it is held that where quarts do not vary in capacity 
more than one-half ounce from the standard of 32 ounces and other 
sizes in hke proportion, internal-revenue officers need not take notice 
of the same. It must be understood, however, that where it is found 
that quarts are uniformly made to contain but 31 i ounces and other 
sizes in Uke proportion, such bottles will not be permitted on the dis- 
tillers' premises and all internal-revenue officers will be governed 
accordingly. 

It will also be understood by the various distillers bottling dis- 
tilled spirits in bond that where bottles are foimd to have a capacity 
of 31i ounces as to quarts, and other sizes in Uke proportion, such 
bottles must be filled to their full capacity. If bottles are found 
upon either the distillers' premises or. the open market uniformly to 
contain 31 ^ ounces of spirits as to quarts, and other sizes in Uke pro- 
portion, and if any bottle or bottles are found to contain less than Sli 
ounces of spirits a^ to quarts, and other sizes in Uke proportion, such 
spirits wiU be subject to seizure and measures will be taken looking 
to the enforcement of the forfeiture of all such bottled spirits. 

It will, therefore, be incumbent upon the distillers to see that the 
proper quantity of spirits is placed in such bottles. 

Collectors wiU at once instruct all officers that a strict compUance 
with paragraphs 1 and 2 of article 21, regulations 23, revised December 
21, 1912, will be expected. Where it is found upon testing bottles 
that the same uniformly run below the standard such bottles will be 
at once ordered from the distillers' premises. This allowance for 
variation of one-half ounce will not be made unless there shall be as 
many bottles running 32 J ounces as there are those than run 31 i 
ounces as to quarts, and other sizes in like proportion. 
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A supply of this Treasury decision will be sent to collectors, and 
they will see that each distiller in their respective districts is furnished 
wiUi a copy of tlie same. 

W. H. OSBOBN, 

(hmmissianer of Internal Revenue. 
Approved: 

Btbon R. Newton, Acting Secretary of the Treasury. 



(T. D. 2499.) 

Corporation tax. 

Oiganisation expenses repreeent the cost of the charter or franchise (a permanent 
asset) of the corporation, and do not constitute an allowable deduction from gross 
income. 

Tbeasubt Depabtment, 
Offige of Combhssigkeb of Internal Revenue, 

Washington, D. C, June 11, 1917. 
To collectors of internal revenue: 

Numerous inquiries have been made of this office with respect to 
the treatment by corporations in their returns of annual net income 
of what are known and commonly designated as "organization ex- 
penses" — that is, attorneys' and accoimtants^' fees, together with 
fees paid to the State authorities prior to, or coincident with, the 
securing of a charter and the incorporation of the company. 

In the absence of a formal and definite ruling on this question, 
there appears to have been some conffict in the holdings and instruc- 
tions issued by this office in regard to this matter. Therefore, in 
order to make definite the position of the bureau and to promote con- 
sistency, it is held that ''organization expenses" constitute a capital 
investment, such expenses being offset by the asset value of the cor- 
porate franchise, an intangible asset of a somewhat permanent char- 
acter and in many instances of substantial value. Such expenses are 
very similar in character to the discount at which the stock issued 
by the company is being sold, the only effect of such expenses and 
discounts being to reduce the amoimt of capital available for use 
and employment in the business of the corporation. The discount 
at which the stock is sold is not a loss sustained within the meaning 
of the law, and therefore not deductible. Likewise "organization 
expenses" — that is to say, expenses incident to and connected with 
the incorporation and organization of the company— are not "ordi- 
nary and necessary expenses of maintenance and operation/' which 
are the only *^ expenses'* authorized by the income-tax law to be 
deducted from gross income. 

Hence it is held that "organization expenses" do not constitute 
an allowable deduction from gross income of any taxable year, nor 
do such expenses constitute a proper item to be added to the cost 
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of any physical property to be provided for through the authorized 
annual allowance for depreciation. 

W. H. OSBOBNy . 

Commissioner of Internal Revenue. 
Approved: 

Bt^on R. Newton, Acting Secretary of (he Treasury. 



(T. D. 2500.) 



Silk of internal-revenue stamps for tax payment of imported toba^ecOy 

snuff, etc. 

Stamps for tax payment of imported tobacco, snufif, cigars, and cigarettes to be sold 
only on requisition (customs Cat. No. 3493, revised) of proper customhouse 
officer. Stamp order Forms 168, 172, 173, and 485 to be restricted to use of 
manufacturers in the United States. 

Trbastjut Defabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, June 15, 1917. 
To collectors of internal revenue: 

Customs Cat. No. 3493, request to sell internal-revenue stamps to 
owner or consignee, same being authority from customs officers to 
collectors of internal revenue for the sale of stamps to owners, con- 
signees, or importers for the tax payment of imported tobacco, 
snuff, cigars, and cigarettes, has been revised by the customs service, 
in accordance with suggestions made by the Commissioner of In- 
ternal Revenue. The new form is of the same size as stamp order 
Forms 168, 172, 173, and 485, used by manufacturers of tobacco, 
snuff, cigars, and cigarettes, and is to be similarly filed in collectors' 
offices. 

Sales of stamps by collectors of internal revenue for the payment 
of tax on imported tobacco, snuff, cigars, or cigarettes shall be made 
only to owners, consignees, or importers upon the requisition blank 
above mentioned of the proper customhouse officer having the cus- 
tody of such articles. The practice heretofore existing of filing with 
customs Cat. No. 3493 stamp order Forms 168, 172, 173, or 485 will 
be. discontinued, for the reason that the necessary information as to 
the number and denomination of stamps and value will be filled in 
on revised customs Cat. No. 3493. Stamp order Forms 168, 172, 
173, and 485 are to be restricted to the use of manufacturers of to- 
bacco, snuff, cigars, and cigarettes in the United States. A separate 
request for each different class of stamps will be made on customs 
Cat. No. 3493, which will show the article imported subject to tax, 
the number of stamps, and the denomination of stamps required for 
the proper tax payment of the article imported, the quantity to be 
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tax paid, the rate of tax, and the value of the stamps. Said form 
will also be filled in by the customs officer, showing whether the 
articles were imported from *'Cuba" or ''all other countries^' (other 
than Cuba, Porto Rico, or the Phihppines). Each requisition shall 
be dated and signed by the proper customhouse officer and by the 
owner, consignee, or importer, whose address must also be suppUed. 
Regulations No. 8, revised July 1, 1910, page 62, headed ''Pur- 
chase of stamps," provides that "stamps for this purpose will be 
sold to the owners or consignees of such imported articles by the 
collector of internal revenue for the district in which the custom- 
house is situated upon the requisition of the proper customhouse 
officer having the custody of such articles." Said regulations are 
hereby amended to provide that when cigars, etc., imported in the 
mails are for delivery at places other than where examined by cus- 
toms officers and are forwarded in accordance with the joint regu- 
lations of the Treasury and Post Office Departments to a postmaster, 
who notifies the addressee, furnishing him with customs Cat. No. 
3493, which is forwarded to the postmaster with the package. The 
necessary stamps shall be procured from, and sold by, the nearest 
collector of internal revenue. See T. D. 37228 (customs). 

W. H. OSBOBN, 

Commissioner of Intemai Reveryae. 
Approved: 

W. G MoAdoo, 

Secretary of the Treasury. 



(T. D. 2501.) 

Special excise tax on corporations — Decision of United States Supreme 

Court. 

1. Rbssbye Against Unpaid Losses. 

Fire insurance companies not "required by law" of Pennsylvania to hold a 
reserve against unpaid losses within the meaning of the act of Congress. 

2. Rbsbryb Funds Bbquibbd by Law. 

The words "reserve funds, " as used in the act of Congress, have reference to the 
funds ordinarily held as against the contingent liability on outstanding policies. 

Treasury Department, 
Office op Commissioner op Internal Revenue, 

Washington, D. C, June 18, 1917. 
The appended decision of the Supreme Court is published for the 
information of intemal-revenue ofiGU^ers and others concerned. 

W. H. OSBORN, 

Commissioner of Internal Reverme. 
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SurBSMB Court of thb Unttsd Statbs. No. 475. Octobbr Tbbm, 1916. 

WilHam McCoach, collector of internal revenue^ petitioner, v. Insurance Co. of North 

America. 

On writ of certiorari to the United States Circuit Court of Appeals for the Third Circuit. 

(June 11, 1917.) 

Mr. Justice Pitkby delivered the opinion of the court. 

This was an action brought by respondent, a fire and marine insurance company 
of the State of Pennsylvania, to recover a part of the excise taxes exacted of it for 
the yean 1910 and 1911 under the act of August 5, 1909 (chap. 6, sec. 38, 36 Stat., 
11, 112). As the case comes here, only two items are in dispute, one for each of the 
years mentioned, representing the tax upon amounts added in each of those years 
to that part of what are called its " reserve funds'' that is held against accrued but 
unpaid losses. 

The act imposed upon every insurance company organized under the laws of the 
United States or of any State an annual excise tax with respect to the carrying on 
or doing business equivalent to 1 per cent upon its entire net income over and above 
$5,000, with exceptions not here pertinent. The second pars^;raph of section 38 
provided: 

Such net income shall be ascertained by deducting from the gross amount of the 
income of such * * * insurance company * ♦ * (second) all losses actually 
sustained within the year and not compensated by insurance or otherwise, including 
a reasonable allowance for depreciation of property, if any, and in the case of insiurance 
companies the sums other than dividends paid Within the year on policy and annuity 
contracts cmd the net additionf if any, required by law to-be made tuithm the year to reserve 
funds. 

The italics indicate the particular words ui>on which the controversy turns, the 
question being whether, within the meaning of the act of Congrese, ^'reserve funds," 
with annual or occasional additions, are "required by law," in Pennsylvania, to be 
maintained by fire and marine insurance companies, other than the ''imeamed 
premium" or "reinsurance reserve," known to the general law of insurance. 

The District Court rendered a judgment in plaintiff's fetvor, excluding, however, 
the disputed items (218 Fed., 905). On plaintiff's writ of error the Circuit Court of 
Appeals reversed this judgment, with instructions to allow the claim in full (224 Fed., 
657), and the case was brought here by writ of certiorari. 

Plaintiff was chartered by a special act, but is subject to the State insurance law. 
Its business is confined to fire and marine insurance. 

The law of Pennsylvania (act of June 1, 1911, P. L., 607, 608) creates a State insur- 
ance commissioner with supervisory control over the companies; provides in section 4 
that he shall see that all the laws of the Commonwealth respecting insurance compa- 
nies are Mthfully executed, authorizing him to make examinations, to have access 
to all the books and papers of any company, to examine witnesses relative to its 
affidis, transactions, and condition, to publish the result of his examination when he 
deems it for the interest of the policyholders to do so, and to suspend the lentire busi- 
ness of any company during its noncompliance with any provision of law obligatory 
upon it, or whenever he shall find that its assets are insufficient to justify its continu- 
ance in business, and whenever he finds any company to be insolvent or fraudulently 
conducted, or its assets insufficient for the carrying on of its business he is to com- 
municate the facts to the attorney general. By section 15 every insurance company 
is required to file annual statements with the commissioner, upon blank forms to be 
furnished by him, such as shall seem to him best adapted to elicit a true exhibit of 
their financial condition. Sections 7, 8, and 9, set forth in the margin,* make specific 

t Sec. 7. In determining the liabilities upon its contracts of insurance of any insurance company other 
than life insurance, and the amount such company should hold as a reserve for reinsurance, he shall, for 
euwiUf insurance companies, charge one-half of the premium on all annual policies written within one 
year, and on poUdes written for mora than one year he shall charge one-half of the current year's premiums. 
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pibvifiionB for ascertaining the reserve for different classes of companies other than 
life insurance companies. Another act of the same date (P. L., 1911, p. 599) provides 
for judicial proceedings at the instance of the insurance commissioner looking to the 
dissolution of insolvent and delinquent companies. Its provisionB.need not be quoted. 

A previous act (Apr. 4, 1873, P. L., 20, 22) required a specific reinsurance reserve 
against unexpired risks on fire, marine, and inland policies. The act^f 1911, just 
quoted, requires the maintenance o£ a substantially similar reserve ; and, with respect 
to casualty companies and these only, that a reserve be maintained against unpaid 
losses based upon the amount of claims presented. The reference in section 9 to 
''reinsurance and loss reserves as above Refined '' is limited by what precedes it; 
and the sebtion deals not alone with '* reserves " but requires ''all other debts and 
claims'' to be accounted as liabilities. 

It appears that under this legislation, and under previous statutes in force since 
1873, the insurance commissioner has required plainti£f and similar companies to 
return each year, as an item among their liabilities, the net amount of unpaid loBseO/ 
and claims, whether actually adjusted, in process of adjustment, or resisted. And, 
although this practice has not been sanctioned by any decision of the Supreme Court 
of tfie State, it is relied upon as an administrative interpretation of the law. 

Conceding full effect to this, it still does not answer the question whether the 
amounts required to be held against unpaid losses, in the case of fire and marine 
insurance companies, are held as "reserves" within the meaning of the Pennsylvania 
law or of the act of Congress, however they may be designated upon the official 
forms. As abeady appears, the Pennsylvania act specifically requires debts and 
claims of all kinds to be included in the statement of liabilities, and treats them as 
something distinct from reserves. The object is to exercise abundant caution to 
maintain the companies in a secure financial position. 

The act of Congress, on the other hand, deals with reserves not particularly in their 
bearing upon the solvency of the company but as they aid in determining what part 
of the gross income ought to be treated as net income for purposes of taxation. There 
is a specific provision for deducting "all losses actually sustained within the year 
and not compensated by insurance or otherwise. " And this is a sufficient indication 
that losses in immediate contemplation but not as yet actually sustained were not 
intended to be treated as part of the reserve funds, that term rather having reference 
to the funds ordinarily held as against the contingent liability on outstanding policies. 

In our opinion, the reserve against unpaid losses is not "required by law *' in Penn- 
sylvania within the meaning of the act of Congress. 

It results that the judgment of the Circuit Court of Appeals should be reversed 
and that of the District Court afiSrmed. 

Reversed, 

The Chibf JusncB and Mr. Justice McKenna dissent. 

Mr. Justice McRbynolds took no part in the consideration or decision of this case. 

plus the whole of the premiums for suhseqaent years. For fire insurance companies he shaU charge fifty 
per centum of the premiums written in their policies upon all unexpired risks that have one year or less 
than one year to run, and a pro rata of all premiums on risks having more than one year to run; on per- 
petual poliGies he shall charge the depoqlt received less a surrender charge of not exceeding ten per centum 
thereof. For marine and inland risks he shall charge fifty per centum of the premium written in the policy 
upon yearly risks, and the full amount of the premium written in the policy upon all other marine and 
inland risks not terminated. 

Sec. 8. He shall, in calculating the reserve against unpaid losses of ctutuiUy companies, other than losses 
under liability policies, set down by careful estimate in each case the loss likely to be incurred against 
every claim presented, or that may be presented in pursuance of notice from the insured of the occurrence 
of an event that may result in a loss, and the sum of the items so estimated shall be the total amount of the 
reserve * ♦ ♦. 

Sec. 9. Having charged as a liability the reinsurance and loss reserves, as above defined for insurance com« 
panies of this Commonwealth other than life, and adding thereto all other debts and claims against the 
company, the commissioner shall, in case he finds the capital of the company impaired twenty per centum, 
give notice to the company to make good the capital within sixty days * * *. 
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(T. D. 2502.) 

OUomarffarine. 

Supplement 3 to regalations No. 9, revised July, 1907, concerning Government record 
to be kept by manufacturera of and wholesale dealers in oleomargarine. 

Treasury Department, 
Office of Commissioner of Internal Reyenue, 

Washington, D. C, June 22, 1917 
To internal-revenue officers and others concerned: 

Regulations No. 9 (pp. 46, 47, and 48, and pp. 57 and 58) con- 
cerning Government records to be kept by manufacturers of and 
wholesale dealers in oleomargarine and monthly returns (Forms 216 
and 217) are hereby amended as follows: 

All transactions involving the withdrawal or sale of oleomargarine 
must be entered by the manufacture^ or wholesale dealer on Govern- 
ment record books 60 or 61, as the case may be (or Forms 216 or 
217 if substituted for records 60 and "61), in the order and at the time 
they occur, all sales to wholesale dealers to be segregated and reported 
on separate pages in the last part of monthly return (Forms 216 or 217), 
showing all sales to each wholesale dealer under name of such dealer 
in the form of an account current. 

The regulations as amended herein are effective on and after July 
1, 1917, and collectors will see that the same are strictly confpHed 
with by all manufacturers and wholesale dealers in their respective 
districts before forwarding monthly returns to this office. 

David A. Gates, 
Acting Commissioner of Internal Beven/ue. 
Byron R. Newton, 

Acting Secretary oj the Treasury, 



(T. D. 2503.) 

Capital-stock tax. 

Ii]8tructi<ni8 r^^aiding the preparation of returns of capital-stock tax, Forms 707 and 
708, for the taxable period July 1, 1917, to June 30, 1918. 

TREAStmY Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, June 26, 1917. 
To coUedoTS of internal reverme amd intemal^even/ue agents: 

form 707. — ^RETURN FOR SPEOIAL EXCISE TAX ON CORPORATIONS 
ORGANIZED IN THE UNFFBD STATES. 

The blank return of capital-stock tax, Form 707, for the taxable 
period July 1, 1917, to June 30, 1918, which is required to be filed on 
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«ir before July 31, 1917, has been revised and the following su^estions 
are made for the information of corporations in making up this 
return: 

(1) The tax is computed on the fair value of the stock of the 
corporation for the preceding taxable year, which -is the fiscal year 
July 1, 1916, to June 30, 1917, as stated at the head of the return. 

(2) If a corporation has increased or decreased its capital stock 
during the fiscal year, a statement should be attached to the back of 
the return setting forth the number of shares of stock outstanding 
each month, with the average fair value of the stock for that month, 
computed under one of the three cases. 

(3) The form requires under items 4, 5, and 6 the figures shown on 
the books of the corporation on June 30, 1917, but if the corporation 
prefers it may state the figures shown on the books at the close of 
the last fiscal year, such as December 31, 1916. 

(4) If the stock of the corporation is listed on an exchange or is 
dealt in on the New York curb, the fair value should' be computed 
tmder Case I from the highest price bid on the last day of each month, 
or the last day of the month on which a bid was made. A corpora- 
tion, if it prefers, may average the fair value throughout the entire 
fiscal year by showing on a statement attached to the back of the 
return the highest price bid for the stock on each day throughout 
the year. 

(5) If the stock is not listed on an exchange or the New York 
curb, the fair value may be computed from actual sales made during 
the preceding fiscal year, under Case 11. If, however, there are not 
sufficient sales of stock listed under Case 11 to establish a basis for 
estimating the fair value of the total capital stock, the corporation 
will be required to fill out Case HI. 

(6) If the stock is not listed on an exchange and no sales have 
been made to the knowledge of the officers signing the return, the 
corporation should set forth under Case III the amount of net profits 
earned during the preceding five years, as shown by the returns of 
net income for that period, together with the average number of 
shares outstanding each year, and compute the percentage of profits 
per share earned each year. The average percentage of profits over 
the fire-year period indicate the earning capacity. The fair value of 
the stock may then be estimated from the earning capacity of the 
corporation. It has been found upon examination of the returns 
of net income of a large number of different classes of corporations 
listed on an exchange that they earn approximately the following 
rates in order to make their stock worth par: 

Buildiig: PBTOsnt. 

States west of MiaHiarippi River 8 

States east of MijBBiaBipiii River 6 

ilereantae, 10 
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Fwooit. 

Mining 10 

Industrial 10 

Oil-producing companies 16 

Oil-refining companies : 10 

Public utilities: 

(1) Railroads 1 

(2) Light and powjer companies I 8 

(3) Electric railways J 

(7) Corporations that have no regular earnings, such as companies 
organized for the purpose of developing and selling timberland/ mining- 
property, aud other real property, and corporations that have earned 
'no profits in the past five years or have only been engaged in business 
one or two years, can not very well estimate the value of the stock 
from their earning capacity. They are permitted, therefore, to file a 
detailed statement, attached to the back of the return, showing their 
assets and liabilities outstanding on Jime 30, 1917, or at the end of 
their last fiscal year, and may estimate the fair value of the stock 
from the book value. 

(8) Holding companies and subsidiary corporations aie both 
required to file returns and pay the capital-stock tax, and no deduc- 
tions are allowed on the return of the holding corporation for the tax 
paid by a subsidiary. 

(9) Subsidiary companies may compute the fair value of their 
capital stock in accordance with the method prescribed in T. D. 2493 
by apportionment of the fair value of the total capital stock of the 
parent company among the various subsidiaries in proportion to the 
earnings. 

(10) The 50 per cent penalty for delinquency in filing returns, as 
well as the specific penalty imposed by section 408 of the act of 
September 8, 1916, on corporations for carrying on business without 
payment of special tax, wUl be strictly enforced against corporations 
that fail to file returns of capital-stock tax within the time prescribed 
by law or by the collector. 

(11) Domestic insurance companies are not permitted to deduct 
reserves and deposits maintained or held in the United States for the 
protection of, or payment to, or apportionment among policy holders, 
as such reserves and deposits are reflected in the fair value of the 
stock as computed under Cases I, II, and III. 

FORM 708. — ^BETUBN FOE SPECIAL EXCISE TAX ON CAPIFAL INVESTED 
IN THE X7NITED STATES BT FOREIGN CORPORATIONS. 

(12) After careful consideration it has been decided that the 
amotmt of capital invested in the transaction of business in the 
United States by foreign insurance companies is the amount of 
''surplus to policy holders,'^ as shown by the convention form of 

76551'— V0L19— 17 
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report to State insuranoe departments. Foreign insurance com- 
panies are permitted to state the amoxmt of surplus to policy holders 
as shown by the report for the last fiscal year ended December 31 , 
1916. The only deduction allowed is the amoimt of deposits actually 
required by States in which the company is transacting business. 

David A. Gates, 
Acting Commissioner cf Internal Revenue. 



(T. D. 2504.) 

Delivery of stamps to he made directly to taxpayer. 

Treasurt Department, 
Office op Commissioner of Internal Revenue, 

Washington, D. C, Jun£ 22, 1917. 
To collectors of internal revenue: 

Internal-revenue stamps (especially those having money value) 
should be delivered by collectors directly to the taxpayer or his repre- 
sentative, except only in cases where the law or regulations expressly 
provide otherwise, as, for example, by artide 25 of regulations No. 23, 
revised December 21, 1912, relating to case stamps for distilled 
spirits bottled in bond. In no instance, except as above provided, 
should stamps be deUvered to a gauging officer or other person em- 
ployed in or connected with the internal-revenue service. In other 
words, such officer or employee must not act as the messenger for 
conveying the stamps from the collector's office to the place where 
they are to be affixed to packages, thereby assuming the risk of safe 
delivery. 

Where the applicant requests that the stamps be forwarded by mail 
or express the collector is, of course, absolved from responsibility 
upon compljring with the shipping instructions. 

The foregoing is, of course, applicable to deliveries of stamps by 
stamp deputies, and collectors should instruct them accordingly. 

David A. Gates, 
Acting Commissioner qf Internal Revenue. 



(T. D. 2605,) 

Exportation of domestic wines. 

Treasxjbt Department, 
Office of Commissioner of Internal Revenue, 

WasMngton, D. O., June 25, 1917. 
To collectors of customs and others concerned: 

The following regulations relating to the exportation of domestic 
wines free of tax are supplemental to those contained in T. D. 2416 
and are issued for the guidance of the officers concerned: 
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(1 ) Where the wmes entered for export are to be transshipped or Are 
to be shipped in sealed cars through a frontier port, the collector of cus- 
toms with whom the entry is filed will immediately, upon the inspec- 
tion and lading of the goods, transmit one copy of said entry, together 
with a copy of the transportation manifest, to the collector of customs 
at the port of transshipment. He will also note upon the entry so 
transmitted whether a through bill of lading has been filed in his office. 

(2) Upon the receipt of such entry the collector at the port of 
transshipment will direct the proper officer to carefully examine the 
wines upon their arrival and ascertain whether the same agree in all 
respects with the entry and to superintend the lading of the same on 
board the vessel or other conveyance by which they are to be ex- 
ported, or, in case such wines are shipped in sealed cars, to carefully 
examine the locks, seals, and tags with which the cars are secured. 
If the inspector finds that the fastenings of the cars have not been 
.tampered with or (in case the seals are not intact) that the contents 
of the cars have not been disturbed the collector will allow the cars 
to proceed to their destination. 

(3) If, however, the locks and seals are not found intact, and the 
inspecting officer has reason to beUeve that the contents of the cars 
have been tampered with, the collector will take the wines into his 
custody and report the facts forthwith to the Secretary of the Treasury 
and also notify the collector from whom the export entry was received. 

(4) In the case of exportation otherwise than hy rail, and if the 
wines inspected are found to agree with those specified in the entry, 
the collector will, after the goods have been duly laden and cleared, 
append to the entry his certificate in the following form: 

FORM'C. 

Certificate of transshipment and exportation hy vessel. 

Port op , , 191-. 

I hereby certify that the within-described articles were brought into this port by 
on the day of , 191-, and that the same have been carefully in- 



8X)ected and found to be without change or diminution, except as to the following: * 

■ ; that the said articles were duly laden on board the for exportation 

to } and that said vessel and cargo were cleared from this port on the day 

of , 191-, for the port of . 

To , , 

Collector of Customs, Collector of Customs, 

Port of [seal.] 

(5) Unless a through bill of lading has been filed with the collector 
of customs forwarding the export entry the proper bill of lading 
must be filed with the collector of customs at the port of transship- 
ment. 

(6) In case of exportation hy rail, and the locks, seals, and tags 
upon the cars are found intact, the collector will, in lieu of the fore- 

1 Here state any cUscrepancies reported by the4ii8pector. 
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goiag certificate, append to the entry or transportation manifest, 
and under seal, the folio wmg certificate: 

Form D. 

Certificate of exportation by sealed cars. 

Port of , , 191-. 

I hereby certify that the within-named car, with contents, arrived at tliis port on 

the day of , 191-, in good condition, and that upon examination the same 

was found to be properly locked and sealed, and that said car, with contents, cleared 
from this port for the port of on the day of , 191-, in like good con- 
dition and properly locked and sealed. 

To , , 

Collector of Customs, Collector of Customs, 

[seal.] 

Port of- . 

NoTB.— If it is found that the wines have been tampered with, collectors will detain such wines and 
report the fact to the Secretary of the Treasury, as provided in paragraph 3 of T. D. 2505. 

(7) After having issued his certificate in either of the foregoing 
cases, the collector will return the entry and transportation mani- 
fests, if filed, to the collector at the port from which the merchandise 
was originally shipped; whereupon the collector of that port will, if 
the other papers in the case be satisfactory, issue his certificate, as 
provided in T. D. 2416, changed to meet the requirements of the case. 

(8) So much of article 3 of the regulations (T. D. 2416) relating 
to the branding of piackages for export is hereby amended so as to 
read as follows: ''All packages or cases containing such wines must 
be plainly .marked or tagged for identification, and such identifying 
marks must contain the words ' For export ' in letters not less than 
2 inches in height." 

(9) No provision has been made in the law for allowance of tax 
on any loss of wines in transit. 

(10) Until printed blanks of the above forms are furnished by the 
department the forms may be typewritten on the back of Form 711. 

W. H. OSBOEN, 

Annroved- Gcnnmissioner of Internal Revenue. 

Bybon R. Newton, 

Acting Secretary of the Treasury. 



(T. D. 2506.) 

Income Tax — Decision of court. 
Stock Diyn)BND8. 

Stock dividends received by a stockholder constitute * 'gains, profits, and income" 
within the meaning of section 2 of the act of Congress of October 3, 1913. 

Treasury Department, 
Office of Commissioner of Internal Revf^nue, 

Washington^ D. C, June 28, 1917. 
The appended decision of the United States District Court for the 
Southern District of New York in the case of Henry R. Towne v. 
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Mark Eisner, collector, is published for the information of collectors 
of inteniial revenue and others concerned. 

David A. Gates, 
Acting Commissioner of Internal Revenue, 



Unpted States District Court, Southern District of New York. 

Benry R, Townty plaintiff, v. Mark Eisner , collector of United States internal revenue far 
the third district of the State of New York, defendant. 

Augustus N. Hand, District Judge: This is an action to recover income taxes 
paid upon stock dividends under protest. The directors and stockholders of the 
Yale <& Towne Manufacturing Co., having a surplus, all of which was earned prior to 
January 1, 1913, voted on December 17, 1913, to transfer $1,500,000 thereof to its 
capital accoimt and to apply the same to the payment of an issue of 15,000 shares of 
new stock of the par value of $100 a share and to distribute this stock pro rata among 
stockholders of record on Dec^aber 26, 1913. The actual distribution was made 
January 2, 1914. The effect of this resolution was to increase the capital stock from 
$3,000,000 to $4,500,000 par. The resolution under which the stock dividend was 
declared also provided for scrip redeemable at par for fractional shares. The plain- 
tiff was a holder of 8,349 shares of stock of the company, and upon distribution of the 
stock dividend received 4,174^ more. A tax of $20,208.94 was assessed upon his 
stock dividend, which he paid under protest and now sues to recover. 

The act of October 3, 1913, provides (sec. B): 

* * * The net income of a taxable person shall include gains, profits, and income 
derived from * * * interest, rent, dividends, securities, or the transaction of 
any lawful business carried on for gain or profit, or gains or profits, and income derived 
from any source whatever. 

The ruling of the Treasury Department (T. D., 2274), issued December 22, 1915, 
provides: 

Stock dividends paid from the net earnings or the established surplus or undivided 
profits of corporations * * * are held to be the equivalent of cash and to con- 
stitute taxable income imder the same conditions as cash dividends. 

Gains and profits from business can only be taxed under the present income-tax act 
by virtue of ownership of the property from which they are derived. They are not 
like excise taxes based upon the earnings of a business corporate or otherwise. They 
are direct taxes under the decision of the Supreme Court in Pollock v. Fanners Loan 
& Trust Co. (158 U. S., 601), and would have to be apportioned but for the recent 
enactment of the sixteenth amendment to the Constitution. This amendment 
provides that — 

The Congress shall have power to lay and collect taxes on incomes from whatever 
source derived without apportionment among the several States, and without regard 
to any census or enumeration. 

Now it is manifest that the stock dividend in question can not be reached by the 
income-tax act, and could not even though Congress expressly declared it to be taxable 
as income unless it is in fact income. It is likewise true that the word must be pre- 
sumed to have been used in the constitutional amendment and in the act in the 
sense in which the Supreme Court had theretofore defined it if a judicial definition 
had been clearly given. Kepner v. United States (195 U. S., at p. 124), Latimer v. 
United States (223 U. S., at p. 504), United States v. Baruch (223 U. S., 191). 

I can not, however, accede to the contention of the plaintiS that stock dividends 
bad received such a clear definition in the case of Gibbona'v. Mahon (136 U. S., 549). 
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That like most, if not all, of the cases where the question has arisen involved the 
consideration whether stock dividends are principal or income in a litigation between 
a life tenant and remainder man. The stock dividend was there principally based 
upon a surplus earned prior to the creation of the trust which received it and the 
question involved was not whether or not the dividend was income, but whether 
it belonged to life tenant or remainder man. The Massachusetts courts with a 
numerically small following have adopted the English rule and held all stock divi- 
dends to belong to the corpus of the trust fund as between life tenant and remainder 
man, while New York, New Jersey, New Hampshire, Pennsylvania, Maryland, 
Wisconsin, and other States of the Union have adopted rules of apportionment. In 
the matter of Osborne (209 N. Y., 450), the New York Court of Appeals held that 
extraordinary dividends representing accumulated profits, whether distributable in 
cash or in the form of stock, are to be apportioned between the corpus of the trust and 
the income, in the proi)ortion in which the surplus thus distributed has been earned 
before or after the creation of the trust fund. 

These varying rules laid down for the guidance of trustees have been to a consider- 
able extent rules of convenient administration. The English and Massachusetts law, 
which the Supreme Court adopted in Gibbons v, Mahon, supra, has the advantage of 
avoiding the difficulty and expense of investigating the facts upon which any appor- 
tionment must be based. 

After the decision of Lowry v. Farmers Loan <& Trust Co. (172 N. Y., 137), it was 
thought by many New York trustees that extraordinary dividends, whether of cash or 
stock, if derived from an accmnulation of corporate profits and thus appearing in the 
corporate resolutions, were distributable to the life tenant, irrespective of when they 
were earned. New York trustees began to rely upon this decision as laying down a 
definite, even if a rather unjust rule, when a series of cases of which the Matter of Os- 
borne, supra, was the culmination practically, though not in terms, overruled Lowry 
V. Farmers Loan <& Trust Co. and established the method of apportionment I have 
mentioned. 

The cases relating to distribution of extraordinary dividends by trustees are particu- 
larly designed to keep the corpus intact under all circumstances and to fiunish trus- 
tees with definite rules of conduct. A court may well hold that extraordinary divi- 
dends are always capital because it thinks that so much trouble and expense is 
avoided that this consideration outweighs occasional injustice to the life tenant. 
The Supreme Court laid stress upon this consideration in Gibbons v, Mahon, supra, 
and Mr. Justice Gray remarked that the method of apportionment could not "with- 
out producing great embarrassment and inconvenience be left open to be tried and 
determined by the courts * * * and by a distinct and separate investigation 
* * * of the affairs and accounts of the corporation. " 

I confess that if strict justice between life tenant and remainder man is to be attained 
I can imagine no other method than that of apportionment possible. The criterion 
adopted in these cases between life tenant and remainder man does not necessarily 
depend on whether the extraordinary dividend is in general income or not, but upon 
the person to whom it should belong in view of the date of the creation of the trust. 
For this reason I can not regard the decision in Gibbons v, Mahon as determining the 
present issues, or the language of the court there as being at most anything more than 
a dictum in respect to the matters here involved. 

I can give little weight to the argument that the issue of the stock dividend did not 
affect the market value of the plaintiff's aggregate holdings, and that the distribution 
of 50-per cent more stock to the stockholders lessened the market price of their original 
stock 33i per cent. This would be true in case of any cash dividend extraordinary or 
even ordinary. The cash distributed, plus the market value of the stock after the 
dividend was paid, would ordinarily be equivalent in value to the stock heiore the 
di^dend . But the objection seems impressive that the transaction in nowise affected 
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what the stockholder akeady had except to give him additional pieces of paper evi- 
dencing hia ownership. He does, however, have something different before and after 
receiving the additional stock. What was before a mere chance that he might receive 
his share of the surplus in cash dividends and a vague right to secure them if the direc- 
tors withheld them in a way and to an extent that indicated bad faith is now converted 
into a permanent interest in the capitalized surplus. He has lost the chance of cash 
dividends and gained an interest in the corporate enterprise that can not be taken 
away. This interest is derived from earnings and may be really of much greater 
advantage to the stockholder than the possibility or right which he has lost. It 
becomes capital of the corporation, but in his hands it is income and in many respects 
resembles the common extraordinary cash dividend accompanied by a right to sub- 
scribe for additional stock at par to an amount equivalent to the dividend in cash. 
To say that this distribution is not income because he received no cash, and the inter- 
mediate step is not taken, is, to my mind,, quite to disregard the real nature of the 
transaction. As Lord Eldon said in Paris v, Paris (10 Vesey, jr., p. 185), when dis- 
cussing the converse of this case: 

As to the distinction between stock and money, that is too thin; and if the law is that 
this extraordinary profit if given in the shape of stock shall be considered capital it 
must be capital if pven. as money. 

See Will of Pabst (146 Wise, 330). 

The contention of plaintiff that corporate dividends are exempt not only from the 
normal but from the supertax is answered by the requirement in paragraph A, sub- 
division 2, that for the supertax there shall be a return of '' total net income from all 
sources, corporate or otherwise.*' WTiile I think the stock dividend is a dividend, it 
is taxable irrespective of whether it technically comes within the meaning of the 
word, because it represents ^' gains, profits, and income," and thus comes within the 
language of the act. 

I can see no distinction in theory between the present case and that of Edwards v, 
Keith (231 Fed., Ill), where the Circuit Oourt of Appeals for this circuit held that 
commissions of an insurance broker earned before the income-tax act was passed, 
but received after, were subject to the act, or the recent case of Southern Pacific Co. 
V, Lowe (238 Fed., 847). 

It is not important whether in any given case the present stock dividend would 
belong to the life tenant or remainder man of a trust. In either event within the * 
meaning of the income-tax law it must be regarded as income whether it be added 
to the corpus of the trust or paid to the beneficiary. 

The Circuit Court of Appeals for the Eighth Circuit in the case of Lynch v. Turrish 
(236 Fed., 653), and Lynch v. Hornby (236 Fed., 661), use language inconsistent with 
the conclusion I have reached in discussing extraordinary cash dividends paid from 
moneys received by a corporation prior to the time the income-tax act went into 
effect. These dividends, however, were not derived from corporate earnings, but 
from appreciation of capital which had been converted into cash. They were, there- 
fore, in no sense income and were not subject to a tax, as the Supreme Court had 
already held in the case of Gray v, Darlington (16 Wall., 65) in construing the old 
income-tax act passed during the Civil War. 

The recent case of Brushaber v. Union Pacific Railroad (240 U. S., 1), held, fol- 
lowing Stockdale v. Insurance Companies (20 Wall., 323), that the income-tax act 
under consideration could not be assailed because of its retroactive character and that 
Congress could impose a tax upon income even when received during a portion of 
the year prior to the passage of the act. 

The stock dividend in question, or aD equivalent cash dividend, would not belong 
to the stockholder until declared by the board of directors, so that it was in no proper 
sense income of the stockholder until that time. 
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If deferred x>ayment8 for commuBionB which were earned prior to the date of the 
act, but not payable until after it went into effect, were taxable as income when 
received under the rule laid down in Edwards v. Keith, supra, a fortiori is a dividend 
taxable as income when received, even though paid out of a surplus accumulated 
prior to the passage of the act, since at no time is there any legal right to the dividend 
vested in the stockholder until it has actually been declared. Such was the inter- 
pretation passed upon the Wisconsin income-tax act by the supreme court of that 
State in the case of Van Dyke v. City of Milwaukee (169 Wis., 460). There a 
dividend paid after the act went into effect out of surplus earned prior to that 
time was held taxable. 

The whole matter turns on the new rights which the stockholder gets by the decla- 
ration of the stock dividend. The market value of the totality of his holdings may 
for the time remain the same as before. But, as the New York Court of Appeals 
in the case of Williams v. Western Union (93 N. Y., 162) said, when speaking of the 
surplus of the Western Union before the declaration of a stock dividend — 
* * * it was not beyond the reach of the dividendrmaking power of the directors. 

But, after the dividend was declared— 

so far as the solvency and responsibility of a corporation is concerned, they are 
increased * ♦ ♦ where it has a surplus of property to correspond to the amount 
of shares issued. In such case the surplus properly is secured and impounded for 
the benefit of the creditors of the corporation and for the public, so that thereafter 
it can never be legally divided, withdrawn, or diEisipated in any way. 

The new stock purchased and paid for out of earnings which have been added 
permanently to capital is as truly income of the stockholder as the cash from which 
it was derived was income of the corporation. This cash has, by the action of the 
directors, become capital of the corporation, but in its place th& stockholder has 
received new shares representing a permanent interest in the company not subject 
to abatement by dividend distributions which have a value capable of realization 
in cash. His rights are different from those he had before the dividend was declared, 
and the shares of stock evidencing the new appropriation of the earnings and creating 
the new rights are income. 

It may be said that in Edwards v. Keith, supra, moneys representing income had 
not yet come in, whereas in the case at bar they were in the hands of the corporation. 
Such a distinction, however, treats the stockholder as though he were entitled to a 
dividend if the money were in the treasury of the corporation. That such is not the 
correct rule is a principle permeating the whole law of corporations. To go counter 
to it here would be to require investigations in every case as to when the property 
out of which dividends are paid accrued to the corporation itself. Indeed, the very 
year the income-tax act was passed it probably was true that a good many of the cor- 
porations which were paying their regular dividends were not earning them but 
were paying them out of passed earnings. Can it be supposed for a moment that 
Congress intended to require no income tax of the citizen because the regular dividend 
he received would not have been received at all if it had depended upon the earnings 
of the cori>oration during that year? The real stumbling block which affects every- 
one, and I confess has affected me, is the taxation of very large accumulations of 
earnings distributed by corporations after the passage of the act. Certainly a mere 
matter of size can make no difference in determining whether the property tuxed is 
income or not. The doubt I have felt in reaching my conclusion has not been due 
to the nature of stock dividends but to the difficulty which Judge Sanborn foimd in 
Lynch v. Turrish, supra, in determining whether Congress intended to tax earn- 
ings at all which had accrued in the hands of the corporation prior to the passage 
of the act but were distributed later^n other words, in determining whether prac- 
tically to ignore the corporate form and treat earnings whenever distributed as 
though declared in law at the time they were earned. 
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Th.-* Federal income-tax act passed October 8, 1916, providing that a cash or stock 
dividend payable out of earnings since^arch 1, 1913, shall be considered income, has 
no bearing upon this case. It may be argued t£at it was a limitation or an extension 
of the income taxable by the act under consideration, but in neither event can it be 
held to define the income which was theretofore taxable. 

I can have no doubt that the act of Congress taxing the dividends in question is 
constitutional, for they possess the real essentials of income. The action of the 
officials in assessing and collecting the tax was authorized. The plaintiff has estab- 
lished no claim to a repayment of it, and the demurrer to his complaint is sustained. 

Dated June 16, 1917. 



(T. D. 2507.) 
CorporaMon taxes — Decision of courL 

Burr FOB Taxes. 

A suit for recovery of taxes erroneously or illegally assessed can be brought 
against the collector only who collected the taxes, and not his successor. 

Tbeasury Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, July 2, 1917. 
The appended decision of the United States Circuit Court of 
Appeals for the Third Circuit in the case of Philadelphia, Harris- 
burg & Pittsburgh Railroad Co. to use, etc., v. Ephraim Lederer, 
collector of internal revenue, is pubhshed for the information of 
internal-revenue officers and others concerned. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 



United States Circuit Court of Appealb fob the Third Circuit. 

Philadelpkia^ Harrisburg ds PiUshurgh Railroad Co. to use, etc., v. Ephraim Lederer, 

collector. 

Ekrob to the District Court of the United States for the Eastern District of Pennsylvania. 

Before Buffington, MgPherson, and Woolby, Circuit Judges. 

The satisfactory opinion of Judge Thompson (239 Fed., 184) relieves us from dis- 
cussing nearly all the questions raised by this writ of error. We concede the force 
of the company's argument that in substance, and especially in practical effect, 
suits such as this are against the collector as an official rather than as an individual — 
his personal liability is rarely if ever enforced — and it may be that Congress might 
with safety and propriety extend the existing law to cover the situation now pre- 
sented. But until the change be actually made we are boimd by the law as it stands, 
and we see no reason to doubt that the statutes and decisions now in force prevent 
the company from recovering in this action for the taxes collected by William 
McCoach, the defendant's predecessor in office. No suit to recover them had been 
brought against McCoach, and for this reason the act of 1899 does not apply. 

We need hardly say that without statutory permission no suit to recover a Federal 
tax can be maintained: Moreover the statutes on this subject must be strictly obeyed ; 
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thffy lay down the conditions and limitations under which the sovereign consents 
to be sued, and this consent should not be enlaiged by construction. We turn for a 
few moments to the act of 1899, since this seems to be the company's principal reliance. 
Some additional fiicts should first be stated in order to make the position clear. The 
company paid the tax for 1909 in June, 1910, the tax for 1910 in June, 1911, and the 
tax for 1911 in June, 1912. These taxes were paid under protest to McCoach, who 
remained in office until October 7, 1913. During his term, namely, in June, 1912, 
January, 1913, and Ivtay, 1913, respectively, the company claimed the refund of these 
three taxes; and in June, 1913, it also presented a petition to abate the tax of 1912 
apparently on the ground that penalties had been incurred in addition to the tax, 
although we do not precisely know what abatement was asked for. The claim for 
the refund of the tax for 1909 was rejected by the Conunissioner of Internal Revenue 
on July 15, 1912, but apparently the subsequent claims for refund of the taxes of 
1910 and 1911 and also the petition for abatement in connection with the tax for 1912 
were not disposed of until February, 1914. 

On October 22, 1913, after McCoach had retired from office, the company filed a 
supplemental affidavit with the commissioner in support of its petition to abate the 
tax of 1912, and on the same day asked him to reopen and reconsider his refusal to 
refund the tax of 1909. On October 27, 1913, this request to reopen was granted, and 
at the same time the comnussiouer asked for additional information and affidavits in 
reference to the claims for the refund of the taxes for 1909, 1910, and 1911, and also 
in reference to the petition to abate the tax of 1912. Accordingly, an affidavit was 
furnished on January 14, 1914. In February, 1914, the petition for abatement was 
refused, and apparently at the same time the claims for the refund of the taxes for 
1909, 1910, and 1911 were also refused, for on February 13, 1914, Lederer notified the 
company that these claims, and also the petition for abatement, had been examined 
and rejected by the commissioner. In March, 1914, a claim to refund the tax for 1912 
was presented, and was refused soon afterwards. The present suit was brought on 
June 29, 1914, and sought to recover from Lederer the taxes for the four years. 

From these facts it seems clear to us that the act of 1889 does not apply. The act 
IS as follows: 

No suit, action, or other proceeding^ lawfully conmienced by or against the head of 
any departmont or Bureau or other officer of the United States in his official capacitv, 
or in relation to the dischaige of his official duties, shall abate by reason of his deatn, 
or the expiration of his term of office, or his retirement or resignation, or removal from 
office; but, in such event the coint, on motion or supplemental petition filed, at any 
time within twelve months thereafter, showinfi; a necessity for the survival thereof, 
to obtain a settlement of the questions involved, may allow the same to be maintained 
by or against his successor in office, and the court may make such order as shall be 
equitable for the payment of costs. 

The only ''suit, action, or other proceeding'' that could have been begim against 
McCoach while he was in office would have been a suit for the taxes of 1909 and 1910, 
but no such suit was brought, and it can not be successfully contended that a mere 
claim for refund, which is a matter wholly for the commissioner, is a suit proceeding 
against the collector. The basis of an action against the collector is his receipt of 
the tax, and if he has not received it we do not see how he can be called on to pay 
it back. And the fact that Lederer was the channel by which the commissioner 
transmitted the refusal to refund did not impose liability. Lederer was liable, if 
at all, for the tax of 1912, for this had come into his own hands, but no statute made 
him liable for the money that w:as collected by his predecessor but had never been 
sued for. 

For these reasons, and for those to be found in Judge Thompson's opinion, the judg- 
ment is affirmed. 
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(T. D. 2508.) 
Distilled spirits in banded warehouse, 

Exceasiye losses of distilled spirits in bonded warehouse — Revising T. D. 2472 of 

April 2, 1917. 

Tbeasuby Depabtmbnt, 
Office of Commissioner of Internal ReyenuE; 

WaOiington, D. C, Jidy 5, 1917. 
To collectors of internal revenue and others concerned: 
Section 4, act of May 28, 1880, provides: 

If it shall appear at any time that there has been a loss of distilled spirits from any 
cask or other package hereafter deposited in the distillery warehouse, other than the 
loss provided for in section 3221 of the Revised Statutes of the United States, as 
amended, which, in the opinion of the Commissioner of Internal Revenue, is excessive 
he may instruct the collector of the district in which the loss has occurred to require 
the withdrawal from warehouse of such distilled spirits, and to collect the tax accrued 
upon the original quantity of distilled spirits entered into the warehouse in such 
cask or package, notwithstanding that the time specified in any bond given for the 
withdrawal of the spirits entered into the warehouse in such cask or package has 
not expired. 

A like provision is made in section 58 of the act of August 28, 1894, 
as to spiiits stored in general bonded warehouses or any special 
bonded warehouse. 

In view of the loss aUqwance provided in section 50, act of August 
28, 1894, as amended, and the large excessive losses frequently dis- 
covered on a special regauge of packages in warehouses, collectors 
will hereafter be directed to require the immediate withdrawal of 
aD packages showing on regauge a loss of 25 per cent or more over 
the statutory allowance, where such excessive loss exceeds 2 proof 
gallons. 

Packages showing an excessive loss exceeding 25 per cent over the 
maximiun statutory allowance (where such excessive loss does not 
exceed 2 proof gallons), and which have remained in warehouse less 
than four years, will be permitted to remain in warehouse until the 
spirits therein contained are eUgible for bottling in bond — namely, 
four years from date of original gauge — ^provided the statutory allow- 
ance ascertained at the time such special regauge is made is accepted 
by the distiller as the final allowance to be made on the withdrawal 
of the packages from the warehouse, and is so noted on Form 381 to 
be at once filed in duplicate, one copy of which will be forwarded by 
the collector to this office. 

The retention in warehouse of such deficient packages will not be 
permitted, however, where the condition of the warehouse or the 
packages is such as indicates a want of proper care on the part of the 
distiller in preventing unnecessary losses, or where the loss is of such 
extent as will materially affect the tax security afforded by the lien 
under section 3251 of the Kevised Statutes. 
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This Treasury decision supersedes T. D. 2409, T. p. 2435, and 
T. D. 2472. 

Collectors will see that a copy of this Treasury decision is furnished 
each distiller in their respective districts. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 



(T. D. 2509.) 

Capitalrstock tax. 

T. D. 2493 of May 22, 1917, modified with respect to basis of apportionment of total 
capital stock of parent corporation among subsidiary companies. 

Treasury Department, 
Office of Commissioner of Internal Kevenue, 

Washington, D. (7., July 7, 1917. 
Sir: Referring to your personal call at this office on July 6 and to 
your letter of June 27, 1917, regarding the method outlined in T. D. 
2493 of computing the fair value of capital stock of subsidiary com- 
panies by apportionment of the fair value of the total capital stock of 
the parent company, you are advised that this office approves of your 
suggestion that the basis of apportionment be changed from the 
amount of "net profits derived by the parent company from each 
subsidiary during the preceding year" to the total amount of net 
profits earned by the subsidiaries, plus the amount of net profits 
earned by the parent company, from actual operations and invest- 
ments or holdings of stock in other companies. 

In this way a subsidiary company that earned a large profit during 
the preceding year and returned nothing to the parent corporation, 
but applied it all to the surplus accoimt, would be given a value, 
whereas imder the method outlined in T. D. 2493 such a subsidiary 
would have no value for the purpose of taxation under this act. 
Respectfully, 

David A. Gates, 
Acting Commissioner of Internal Revenue. 
Mr. . 

(T. D. 2510.) 

Exports free of tax. 

Withdrawal entry and bill of lading to be sent to collector of customs with whom 
export entry is originally filed, 

Treasurt Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. C, July 2^ 1917. 
Collector Internal Revenue, St. Louis, Mo. 

Sm: This department is in receipt of a letter from the collector of 
customs at the port of St. Louis in reference to the exportation of 
articles free of tax under internal-revenue regulation N^. 29, where 
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the artides entered at one port are to be shipped to and exported 
from another port. 

It appears that in many such cases the application for withdrawal 
(Form B) ahd bill of lading (art. 88 of said regulations) are forwarded 
by the collector of internal revenue receiving the same to the col- 
lector of customs at the (yiUer port from which the goods are to be 
finally exported instead of to the collector at the port where the 
export entry is filed. 

This practice has led to some confusion, owing to the fact that 
under the regulations the collector of customs receiving the export 
entry is required, in case of transshipment, to forward a copy of such 
entry to the collector of the outer port, who, after the goods have 
been reinspected and cleared, is required to issue his certificate of 
transshipmerU (arts. 121-122) instead of a certificat<e (Form F, art. 
118), which last-named certificate is often issued where the with- 
drawal entry (Form B) has been sent directly to him. 

Hereafter, where goods entered at one port are to be transshipped 
at another (outer) port such withdrawal entry and accompanying 
bill of lading will in all such cases be forwarded to the collector of 
customs with whom the export entry is originally filed, and article 
92 of regulations No. 29 is hereby modified accordingly. 
Respectfully, 

David A. Gates, 
Actirig Commissioner of Internal Revenue. 

Approved: 

Byeon R. Newton, 

Adin^i Secretary of the Treasury. 



(T.D. 2511.) 

Bonds for release oj seized property. 

InstmctioDS relative to acceptance of bonds for value under section 3459, Revised 
^ Statutes, in seizure cases. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUnffton, D. C, July 12, 1917. 
To coTlectors of internal revenue: 

A practice has grown up in recent years, which has met with at 
least tacit, if not express, approval of this office, of releasing property 
seized for forfeiture upon the filing of a bond under section 3459, 
Revised Statutes, for the value of such property, whenever the 
property was of a character such as to render it liable to decrease in 
value or to be expensive to keep, without reference to the section of 
the statutes under which forfeiture was sought. 

A recent case has, however, induced a more thorough study of the 
statutes and early decided cases, and this office has reached the con- 
clusion that the possibility of a recovery on a bond under section 
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3459, Revised Statutes, where the claim to forfeiture is based upon 
sections other than section 3453, Revised Statutes, is, to say the 
least, greatly jeopardized. 

You are, therefore, instructed hereafter, in the case of seizure of 
automobiles, horses, and other similar property, to refuse to accept 
a bond under section 3459, Revised Statutes, for release unless the 
property was seized imder the provisions of section 3453, Revised 
Statutes, only. 

In all such cases where the seizure was not made under section 3453, 
if the property is appraised at $500 or less, you will proceed to dis- 
pose of same promptly under the provisions of section 3460, unless 
a bond for costs under said section is given, in which event the bond 
should be promptly forwarded to the United States attorney with the 
request that libel proceedings be instituted against the property and 
the property itself should be turned over to the United States mar- 
shal. If the value is in excess of $500, the property should likewise 
be turned over to the United States marshal and thie United States 
attorney requested to institute forfeiture proceedings, but in that 
event a bond for costs is not required. After the property is in the 
custody of the court, the question of its release on bond is within the 
jurisdiction of the court, and apphcation for such release should be 
made to the court and not to the collector. 

David A.Gates, 
Acting Commissioner oj Internal Revenue. 



(T. D. 2512.) 

Income tax. 

Opinion of the Attorney General on the question of exemption from income tax of 

corporation dividends paid in the form of Liberty Loan bonds. 

« Tbeasuby Department, 

Office of Commissioner op Internal Revenue, 

Washingtony D. C, June 8, 1917. 
The appended opmion of the Attorney General on the question 
of exemption from income tax of corporation dividends paid in the 
form of Liberty Loan bonds is pubUshed for the information of 
internal-revenue officers and others concerned. 

David A. Gates, 
Adin/g Commissioner of Internal Revenue, 



The Sbcretaby of the Treasury. 

Sir: Pursuant to section 356 of the Revised Statutes you ask my opinion upon the 
following questions arising under the administration of your department: 

(1) Whether the stockholders of a corporation receiving a dividend declared pay- 
able and distributable in bonds issued under the act of Congress approved April 24, 
1917, will have to pay an income tax. 

(2) Whether a corporation owning these bonds would be to that extent exempt 
from excise taxes, franchise taxes, and other corporation taxes of the United States 
and of the several States. 
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I am of opiiuon that aa afHrmatiye answer must be returned to the first question 
and a negartive answer to the second. 
The Act of April 24, 1917, provides as to the bonds thereby authorized that — 

The principal and interest thereof * * * shall be exempt, both as to principal 
and interest, from all taxation, except estate or inheritance taxes, imposed by author- 
ity of the United States, or its possessions, or by any State or local taxing authority. 

Like erv^ery exemption from taxation, this provision must be literally construed and 
can not be extended beyond its precise terms. It protects an owner of these bonds 
from any tax of whatever character, except estate or iijheritance taxes, levied upon 
them by reason of his possession and ownership; but a tax levied upon one 's net income 
or annual gain can not be evaded because the income or gain happens to be liquidated 
by the delivery of a certain number of these bonds or other nontaxable securities. 
Such a tax is upon the income itself as an entirety and not upon the specific articles 
into which this income is finally transmuted. When these bonds, therefore, are used 
as a medium of payment, whether in the discharge of a private debt or a corporate 
dividend, the profit or gain to the recipient is nevertheless subject to income tax. 

Similar principles control in answering your second question. 1 assume that in 
speaking of "excise taxes, franchise taxes, and other corporation taxes" you refer 
to those taxes which are laid, not upon the property of a corporation by reason of 
possession or ownership, but upon the value of the exercise of corporate privileges — a 
value which may be measured by the size of its annual income, the amount of its 
capital stock, or such other standard of measurement as the taxing power may select. 

Such a tax, for instance, was the special exci^ tax upon corporations under the act 
of August 5, 1909 (36 Stat., 11, 112), discussed by the Supreme Court of the United 
States in the case of Flint v. Stone Tracy Co. (220 U. S., 107), in which the court said: 

It is therefore well settled by the decisions of this court that when the sovereign 
authority has exercised the right to tax a legitimate subject of taxation as an exercise of 
a franchise or privilege, it is no objection that the measiu-e of taxation is found in the 
income produced in part from property which of itself considered is nontaxable. 
Applying that doctrine to this case, the measure of taxation being the income of the 
corporation from all sources, as that is but the measure of a privilege tax within the 
lawful authority of Congress to impose, it is no valid objection mat this measure 
includes, in part at least, property which as such could not be directly taxed (p. 165). 

The special excise tax levied upon corporations by the act of September 8, 1916 (39 
Stat., 756, 789), and measured by the fair value of their capital stock is a tax of the 
same general character, imposed with respect to the carrying on or doing business by 
such corporations, and the rule laid down in the case of Flint v. Stone Tracy Co. 
applies equally to it. Quoting again from that decision: 

* > * The distinction Ues between the attempt to tax the property as such and 
to measure a legitimate tax upon the privileges involved in the use of such property 
(p. 163). 

Respectfully, 

T. W. Gbeqory, Attorney General. 



(T. D. 2513.) 
Estate tax. 
Instructions for executing Form 706, revised July, 1917. 
Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., July 16, 1917. 
To collectors of internal revenue and offiers concerned: 

The following instructions for executing Form 706, revised July, 
1917, are issued. An allotment of this decision (No. 2513) will be 
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furnished each collector, and a copy should be transmitted with 
Form 706 to every executor or otlier representative of an estate 
required to make return. A copy of Regulations No. 37, revised 
May, 1917, should also be furnished in every such case. 

1. If decedent maintained more than one residence, his principal 
residence (actual domicile) determines the internal-revenue district 
in which return must be filed and tax paid. 

2. If decedent was a nonresident and his sole property .-within the 
United States, Hawaii, or Alaska was stock or bonds of an American 
corporation, his return should be filed with the collector in whose 
district the head office of the corporation is located, unless the estate 
has a representative in this country having the stocks or bonds in 
charge, in which case the return may be filed with the collector in 
whose district the representative has his office. 

3. In describing realty it may not be necessary to recite the whole 
description on the deed, but sufficient data should ,be given in each 
case to permit an immediate and exact location by a Government 
officer. For example: W. i, sec. 2, tp. 20, Madison, 111.; or House 
and lot, 125, So. Main St., Auburn, N. Y. 

4. If accrued income has been reduced to cash prior to death and 
18 included in ''cash in bank" or otherwise accounted for on the 
return, it should not be set up in the income coliunn. 

5. Under item 2 there must be shown every gift or transfer of 
material value made or effected by decedent within two years prior 
to day of death. With the return may be submitted such evidence 
as the estate elects to submit showing whether the gift or transfer 
was made in contemplation of death, and the question of taxability 
will be ruled upon by the Commissioner before the assessment against 
the estate is confirmed, ^very gift or transfer made in contempla- 
tion of or intended to take effect at death must be returned, regard- 
less of the date when made or effected. 

6. The highest selling price of stocks and bonds on the day of 
death fixes the value to be returned ; or if no sale, then the highest 
bid price. If the stocks or bonds are not listed on the market, the 
executor may set up, from the best evidence he possesses, a value 
that he deems the true value as of the day of decedent's death. 

7. If the bulk of the estate is community property held in legal 
partnership by decedent and spouse, its value should not be shown 
under item 4, but decedent's legal share should be returned under 
the several items, realty, stocks and bonds, etc.; otherwise the 
jointly owned property should be exactly described under item 4. 

8. No item of deductions can be taken in excess of an amount 
actually expended, or if expended, in excess of the limit, if any, set 
upon such expenditure by the local law. 

9. Mortgages resting on decedent's property should be shown 
under "Deductions" and the full value of the mortgaged realty 
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should be shown under item 1 of "Gross estate." A similar rule 
must be applied with regard to hypothecated personalty. 

10. It should be noted that deductible losses are strictly limited to 
those arising from fires, storms, shipwreck, or other casualty, and 
theft, when not compensated for, by insurance or otherwise. 

11. If discount is taken in paying State inheritance or transfer 
tax, only the net amount of the payment can be deducted. 

12. A nonresident's estate will show imder items of the ''Gross 
estate'' only the gross estate within the United States, but will show 
under ^ ' Deductions' ' the entire legal deductions wherever incurred. It 
will then show in the space subjoined to ''Recapitulation" the whole 
gross estate wherever situated and compute in accordance with 
Article XXTTI of Regulations No. 37, revised May, 1917, the allow- 
able share of total deductions. 

13. The initial rates of tax apply if the decedent died between 
September 9, 1916, and March 2, 1917, inclusive. The rates 60 per 
cent higher apply if the decedent died on or after March 3, 1917. 

14. In computing discount, follow carefully T. D. No. 2497 of June 
4, 1917. 

15. In the jurat, cross out the inapplicable word, so that the return 
will certainly show whether it is submitted as tentative or final. 

16. Further instructions are set forth fully in Regulations No. 37, 
revised, copy of which may be secured from the collector. 

17. Remember that return and tax payment must be in the coUec^- 
tor's Jiands before the year from the day of death has expired. 

David A. Gates, 
Acting Commission^' of Internal Revenue. 



(T. D. 2514.) 

Fruit-brandy distilleries. 

Details as to Vai spirit meters prescribed for use at fruit-brandy distilleries by T. D 

2491 of May 21, 1917. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUngtany D. C, July ;?4, 1917. 
To collectors of internal revenue, revenue a^entSy and others concerned: 

Referring to T. D. 2491 of May 21, 1917, prescribing the use of the 
Vai spirit meter in fniit*brandy distilleries to be installed on Septem- 
ber 1, 1917, or as soon thereafter as available, information is now in 
the possession of this department from which it is deemed advisable 
to publish the following, that distillers may obtain the meters and 
install them at the earliest possible moment. These meters are made 
in three sizes: 

76661'— VOL la— 17 10 
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Meter No. L — One-quart imitS; ready for instanation with sample 
box attached, capacity from to 400 gallons of spirits during a period 
of 12 hours continuous running, $150 to $200 f. o. b. factory. 

Meter No, 2, — ^Half-gallon imits, complete, ready for installation 
with sample box attached, capable of measuring from 400 to 1,400 
gallons of spirits during a period of 12 hours continuous running, 
$260 to $325 f . o. b. factory. 

Meter No. S. — One-gallon imits, complete, ready for installation 
with sample box attached, capable of measuring from 1,400 to 14,000 
gallons of spirits during a period of 12 hours continuous running, 
$375 to $450 f. o.b. factory. 

By reason of the disturbed labor conditions and the fluctuating 
price of materials, it is impracticable to state the exact price at which 
these meters will seU from time to time, and some latitude has there- 
fore been allowed. 

These meters may be purchased from the owner and inventor, 
James L. Vai, care of De Camp & Sloan (Inc.), 420-422 Ogden Street, 
Newark, N. J., and James L. Vai, owner and inventor, care of Pacific 
Copper & Brass Works, Los Angeles, Cal. 

It is expected that the same wiU be carefully tested as to accuracy 
at the factory before shipment. 

Distillers should carefully determine in advance the capacity of the 
meter required for their purpose, and its installation should, therefore, 
be in accordance with their needs. 

It is expected from the statements of the manufacturers that meter 
No. 1 will be available the latter part of August and the other sizes 
soon thereafter. 

When these meters have been installed, the distilleries should be 
carefully inspected by a division deputy or members of the revenue 
agents' force to ascertain whether or not the installation is in strict 
conformity with the requirements of T. D. 2491 as to the continuous 
closed process affording no access by the distillers to the spirits at any 
point from the tail of the worm to the brandy and singling tanks 
prescribed in said decision. Particular care should be exercised to 
see that sample boxes of the requisite size are provided for each meter. 

It wiU be observed from T. D. 2491 it is contemplated that store- 
keeper-gangers in the capacity of gangers will be assigned to dis- 
tilleries having a capacity of 100 gallons or upward daily, and at 
distilleries of a less capacity than 100 gallons daily officers wiU not be 
constantly assigned, but will visit the distilleries twice a month for 
the purpose of gauging spirits, and the sample boxes should, there- 
fore, be of sufficient size to admit of the compliance with these pro- 
visions of the Treasury decision in question. 

David A. Gates, 
Acting Commissiorier of Internal Beverme, 
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(T. D. 2515.) 

Distilled spirits — Gauging. 

Modification of regulations m to maximum limit of wantage in packages containing 
spirits of 150 proof and upward. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D, C, August 16, 1917. 

On and after September 1, 1917, the maximum limit of wantage in 
all packages of distilled spirits of a proof of 150 and upward, when 
filled at distillery warehouses, at fruit distilleries whose daily pro- 
ducing capacity exceeds 100 proof gallons, and at rectifying houses, 
will be as follows: 

On packages of less than 63 gallons capacity, when the temperature 
of the spirits is 50® F. or upward, 1 gallon; when the temperature of 
the spirits is below 50° F., 1 J gallons. 

On packages of 63 gallons capacity and upward to 126 gallons, 
when the temperature of the spirits is 50° F. or upward, 2 gallons; 
when the temperature of the spirits is below 50° F., 3 gallons. 

On packages of 126 gallons capacity and upward the wantage will 
be restricted to 3 gallons when the temperature of the spirits is 50° F. 
or upward, and to 4 gallon^ when the temperature of the spirits is 
below 50° F. 

The regulations on pages 26-28 of the Gangers' Manual (1913) 
and on pages 150-151 of No. 7, revised July 10, 1914, are hereby 
modified accordingly. No change is made in the existing rules as to 
maximum wantage in packages filled with spirits of a proof of less 
than 150. 

Copies hereof will be furnished collectors for distribution to gauging 
oflScers. 

Th§ following schedule sets forth the limit of wantage according to 
the regulations as hereby amended: 



Spirits 

less than 

150. 



Spirits 
160 and 
apward. 



Capacity less than 63 gallons: 

60'F.andup 

Below 50* F 

G^MUsity 63 to 126 gallons: 

ao* P. and up 

Below 50* F 

G^iadty 126 gallons and apward: 

50*F.andiip 

Below 50* FT. 



ChOont, 

1 
li 

2 
3 



OnXUmt. 

1 
li 

2 
8 

8 

4 



David A. Gates, 

Acting Commissioner. 
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(T. D. 2516.) 

Wine bond. 

Bonds covering winery premises and storerooms are held \o be continuing bonds. 

Treasury Department, 
OrFicE OF Commissioner of Internal Revenue, 

Washdngtoiij B, C, Augu%i 17^ 1917. 
Collector of Internal Revenue, Kansas City^ Mo. 

Sir : This office is in receipt of your letter of August 11, in which 
it is stated that Mr. Ernest C. Jaeger, operating bonded winery No. 2 
in your district, and who submitted final report on Form 701 for 
December, 1916, desires to again begin crushing grapes during the 
month of August preparatory to the manufacture of wine. You 
request to be informed whether it will be necessary for Mr. Jaeger to 
file a new Form 698 and bond, Form 699, covering operations at this 
winery for the present fiscal year. 

In this connection you are advised that bond Form 699 is a con- 
tinuing bond for all transactions under the provisions of the act of 
September 8, 1916, and all regulations issued pursuant thereto, 
except where it is anticipated that there will be a marked increase 
in business, in which case it will be necessary to file a revised Form 
698 covering the estimated increased quantity of wine to be pro- 
duced or held at any one time during the year, and to submit also a 
new bond in a larger penal sum, in accordance with the provisions 
of article 4, regulations 28, supplement 2. Therefore, it will not 
be necessary for the proprietors of bonded wineries or storerooms 
who have filed the required Forms 698-699 to again file such forms 
for each fiscal year, unless, as stated above, an increase in their 
business necessitates a bond of a larger penal sum, but they may 
continue to manufacture wine under the provisions of their original 
bond, Form 699, until application for the cancellation of th^ same 
has been made to this office or to the department. 

Upon the passage of the new revenue bill you will be further 
advised whether it will be necessary to rebond such premises under 
the new act. Please be governed accordingly. 
Respectfully, 

G. E. Fletcher, 
Acting^ Commhsioner of Internal Revenue. 
Approved : 

Byron R. Newton, 

Acting Secretary of the Treasury. 
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(T. D. 2517.) 

Exportation of combination packages containing tobacco and cigarettes. 

Amending regulationB No. 29, revised August 18, 1914, so as to permit repacking of 
tobacco and cigarettes under the supervision of a customs officer at the port of 
New York into combination packages for exportation to United States soldiers 
in Europe. 

Treasury Department, 
Office op Commissioner of Internal Revenue, 

WasTiington, D. C, August 17^ 1917, 
To collectors of internal revenue: 

In order to pennit so-called soldiers' kits or cartons containing 
packages of either smoking or chewing tobacco, or both, and cigarettes 
to be made up in this country for exportation without payment of 
tax to United States troops in Europe, shipments of manufactured 
tobacco and cigarettes shall be made under export, bonds from the 
several factories, consigned to the collector of customs at the port 
of New York, as prescribed in regulations No. 29, revised. These 
shipments from diflFerent tobacco and cigar factories shall be of such 
quantities and so timed that they will arrive in New York and will 
be delivered upon certain premises, to be designated by the collector 
of customs, at approximately the same time and the soldiers' kits 
made up therefrom and exported in one lot. The object of this is to 
enable the collector of customs, upon lading of the combination 
packages on board the exporting vessel, to issue in due time certificate 
of exportation corresponding to each application for withdrawal which 
went to make up the shipment of combination packages and to for- 
ward the several certificates of exportation to the collector of internal 
revenue of the respective districts, to be credited against the export 
bond of the manufacturers. 

The premises to which the tobacco and cigarettes will be delivered 
shall be satisfactory to the collector of customs and under his direc- 
tion, in charge of a customs storekeeper. The expenses incident to 
the establishment and continuance of such premises shall be borne 
by the exporting manufacturers, who will also be required to furnish 
the labor to do the repacking under the supervision of the customs 
storekeeper. When necessary an internal-revenue ofiicer may be 
detailed by the collector of internal revenue for the district for duty 
at such premises. 

Regulations No. 29, revised August 18, 1914, articles 97 and 98, 
are hereby amended accordingly, limited to the purposes stated and 
for the period of this war. 

G. E. Fletcher, 
Approved : Admg Commissioner of Iniemdl Revenue. 

W. G. MoAdoo, 

Secretary of the Treasury. 
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(T. D. 2518.) 

Income tax. 

Extending proviaonB of T. D. 2476 of April 5, 1917, which granted ui extension of 
time in which to file returns oi income for 1916 by nonresident alien individuals 
and corporations and American citizens residing or traveling abroad. 

Tbeasubt Depabtmemt, 
Office of Commissioneb of Internal Revenue, 

* WasTimgUm, D. C, August S4, 1917. 
To collectors of internal revenue: 

The provisions of T. D. 2476 of April 5, 1917, extending "to m- 
clude September 1, 1917," the time in which nonresident alien indi- 
viduals and corporations and American citizens residing or traveling 
abroad may make returns of income for 1916, are hereby extended 
to include November 1, 1917. 

In aU such cases there is required to be attached to the return a 
statement of the reasons for the delay, and if an extension of time 
beyond November 1, 1917, shall be necessary, it is required that an 
application be made in each particular case, with a statement of the 
reasons for the request. 

David A. Gates, 
Acting Commissions of Internal Revenue. 
Approved: 

Byron R. Newton, 

Acting Secretary of the Treasury. 



(T. D. 2519.) 

Corporation incoTne tax. 

PremiumB paid to insurance companies on policies insuring in favor of corporations, 
lives of officers or employees, are not hereafter deductible from gross income, 
but, to the extent that such premium payments have not been previously de- 
ducted from gross income in any return of annual net income, they may be de- 
ducted from the proceeds of the policy when such proceeds are received, the net 
proceeds being returned as income. 

Trbasubt Department, 
Opfiob of Commissioner of Internal Revenue, 

Washington, D. (7., August SO, 1917. 
To collectors of internal revenue: 

T. D. 2090, in so far as it authorizes corporations to deduct from 
gross income the annual premiums paid on policies insuring the lives 
of officers or employees in favor of such corporations, is hereby modi- 
fied to the extent that instead of the corporations carrying such 
insurance being permitted to deduct from gross income of the year in 
which paid the amount of the annual premium payments, they will 
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hereafter be permitted to deduct from the gross proceeds, when re- 
ceived, of any policies-of which the corporations are the beneficiaries 
the entire amount of the premiums paid during the term of the poli- 
cies, less any premium payments which, under the former ruling, 
have been deducted from gross income in any return of annual net 
income, and the net proceeds of the policies thus ascertained will be 
returned as taxable income of the year in which received. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury 



(T. D. 2520.) 
, Food-control act, section 15. 

Instructions to collectors of internal revenue, revenue agents, and others as to the use 
of foods, fruits, and food materials in the production of beverage spirits under 
section 15 of the food-control act approved August 10, 1917. 

Treasury Department, 
Office op Commissioner of Internal Revenue, 

Washington^ D. G., August SO^ 1917. 
To collectors of internal revenue, revenue agents, and others concerned: 

Mr. Herbert Hoover, United States food administrator, in con- 
struing the food-control act approved August 10, 1917, has ruled 
that section 15 of said act contemplates that where foods, fruits, 
food materials, or feeds are used in the manufacture of distilled 
spirits for beverage purposes all fermentation must be finished not 
later than 11 o'clock p. m. of September 8, 1917. 

This ruling means that all fermentation for the production of bev- 
erage spirits from the prohibited materials must be completed at 
grain and molasses or other distilleries producing beverage spirits 
not later than 11 o'clock p. m. of September 8, 1917. Storekeeper- 
gangers and storekeeper-gangers as gangers will therefore see that 
spirits distilled from beer made from the prohibited materials in the 
production of beverage spirits and fermented prior to 11 o'clock 
p. m. September 8, 1917, shall be kept separate and apart from the 
product of the prohibited materials fermented after the hour and 
date stated for use in the production of nonbeverage spirits. If such 
materials and distillates are mixed, the entire product must be treated 
as nonbeverage spirits and must bear the requisite label. 

If the fermentation is complete before the hour specified, the 
spirits may be promptly distilled for beverage purposes and promptly 
entered into warehouse thereafter. 
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Foods, fruits, food materials, or feeds prohibited for use in pro- 
ducing beverage spirits are held by the food administrator to include 
all cereals, tubers, fruits, molasses, grape cheese, apple cheese, fruit 
parings, cannery refuse, beet-sugar molasses, sour wine, and all other 
foods, feeds, fruits, food materials, and the by-products thereof. All 
instructions, regulations, communications, etc., to collectors of inter- 
nal revenue and revenue agents with regard to said act and regula- 
tions thereunder will be issued by the Commissioner of Internal 
Revenue, and all communications, inquiries, etc., from internal- 
revenue officials with regard to this subject must be addressed to the 
Commissioner of Internal Revenue. 

Internal-revenue storekeeper-gangers and storekeeper-gangers as- 
signed as gangers will take cognizance of said act and the regulations 
and ruhngs thereunder and will not permit the use in the production 
of beverage spirits after 11 p. m. September 8, 1917, of any material 
held by the food administrator to be foods, fruits, food materials, or 
feeds. 

Spirits manufactured for other than beverage purposes from such 
prohibited materials after September 8, 1917, must, when entered 
into warehouse, bear a printed label, to be provided by the distiller, 
bearing the following legend: 

These spirits were produced from materials fennented after September 9, 1917. 
All persons are warned that their use in the manufacture or preparation of beverages 
or their sale for beverage purposes will subject the persons so using or selling them 
to a fine of not exceedmg $5,000 or imprisonment for not more than two years, or both. 

This label shall bear the date when aflSxed, shall be signed in the* 
distiller's name by the distiller or his legal representative, and shall 
be pasted to the commercial head of the barrel and secured thereto 
by five tacks, one in each corner and one in the middle of the label. 
The label will be rectangular in form, 4 by 6 inches, and must be 
printed in letters easily legible. When the packages bearing such 
labels are sent out from the distillery proper entries will be made on 
the distiller's record (52C), and the date of production must be 
inserted by interUneation in red ink on said record, and like inter- 
lineation must be made on the transcript thereof sent to the col- 
lector's ofiixse. If any spirits bearing such label are for any legitimate 
reason shipped to and received by a rectifier for rectification, similar 
entry will be made by interUneation in the dump sheet. Form 122, 
in the rectifier's record 64 and in the collector's record 39, showing 
the date of production and also the purpose for which dumped for 
rectification. In all such cases collectors will cause investigation to 
be made before permitting the dumping of the spirits in order to 
satisfy themselves that the spirits are not to be employed in any way 
in the manufacture of beverage goods. Rectifiers .and wholesale 
liquor dealers will also be required to enter by interlineation in red 
ink as above, on Book 52, the date of production as to all such pack- 
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ages received, and to make similar entries on monthly transcripts, 
Forms 52A and 52B. 

Storekeeper-gangers, storekeeper-gangers assigned as gangers, and 
deputy collectors wiU report to their immediate superiors and revenue 
agents and collectors will report to the Commissioner of Internal 
Revenue violations of section 16 of the act approved August 10, 1917, 
and all r^ulations thereunder. 

At spirit houses where it is intended to suspend operations per- 
manently by reason of the fact that beverage goods can not be made, 
and all distillation can not be completed during the final fermenting 
period, it is suggested that all fermenting tubs save one might be 
closed by filing a notice of change in capacity. The one tub remaining 
open will enable the distiller to utilize more time in completing his 
distillation, and while he will be held liable for the capacity of the 
tub remaining open, although no mashing or fermenting is done, it 
is expected that the accmnulation of the spirits in the distillery will 
obviate assessment. 

The same rule as regards the completion of fermentation and dis- 
tillation applicable to grain and molasses distilleries as set forth 
herein will be apphcable to brandy distilleries. All fermentation for 
production of beverage brandy must be completed before 11 o'clock 
p. m. September 8, 1917, and nonbeverage goods fermented for 
fortification under the exempting provisions of said act after Septem- 
ber 8, 1917, must bear the prescribed label before removal from the 
designated place of deposit. Fruit-brandy distillers producing 
beverage brandy will immediately proceed on September 10, 1917, to 
distill the contents of all fermenters the fermentation of which must 
have been completed prior to 11 p. m. of September 8, 1917. 

The decision of the food administrator quoted herein prohibits the 
fermenting ^nd distilling of any materials for production of beverage 
brandy after September 8, 1917. Only brandy produced from grapes 
may therefore be fermented and distilled for fortifying sweet wines 
under provisions of existing law after that date. 

Inasmuch as industrial distilleries established under the act of 
October 3, 1913, may produce spirits for denaturation only, it will be 
understood that section 15 of the act approved August 10, 1917, will 
not be apphcable to them. 

Any instructions issued prior to the date hereof which conflict 
herewith in any particular are hereby modified accordingly. 

It is expected that further regulations will be issued by the food 
administrator, and when issued full instructions will be furnished by 
this office. 

David A. Gates, 
Ac^Tig Commissioner of Internal RevenAie. 

Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 
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(T. D. 2521.) 

Afplicaiion fcT wUMrawalfor export, Form BBO, revised. 

Applications for withdrawal of tobacco, snuff, cigars, and cigarettes for exportation 
to be made hereafter on Form 550, revised July, 1917. 

Teeasuey Department, 
Office of (yOMMissiONEB of Internal Revenue, 

Washington, D, C, September 1, 1917. 
To collectors ofintemol revenue: 

Form 550, application for withdrawal for export, has been revised 
and printed on sheets 8^ by 11 inches, so as to permit of vertical 
filing in letter-size drawers and eliminate folding and mifolding. A 
supply of the revised Form 550 has been forwarded each collector. 
Immediately upon receipt of same you will cause a requisite supply 
to be distributed to each manufacturer of tobacco, snuff, cigars, and 
cigarettes in your district who makes shipments in bond without the 
payment of tax for export, and require all applications for with- 
drawal filed by such manufactmers during the current month and 
hereafter to be made on the revised form. This is necessary in order 
that said form, and also revised Form 94 B (to be sent as soon as 
received from the Public Printer), with which it is forwarded and 
which corresponds in size, may hereafter be more easily handled and 
filed in this office. 

David A. Gates, 
Acting Com/missioner of Internal Revenue. 



(T. D. 2522.) 

Inveniories of tax-paid spiriJts. 

Tax-paid distilled spirits held by distillers for owners to be inventoried by owners. 

Treasury Department, 
Office of CoBOfissiONER of Internal Revenue, 

yfasliingt(m, D. C, September 10, 1917. 
Sir: The department is in receipt of your letter of the 1st instant, 
in which you state that you have received letters from various dis- 
tillers inquiring whether or not they will be required to make inven- 
tory of tax-paid whisky in their possession which is the property of 
their customers and which they are holding for shipping instructions. 
The title to the spirits has in the cases stated passed from the 
distiller to the purchaser, and the owner of the spirits should be 
required to furnish an inventory covering such spirits so owned by 
him on the day the act became effective. It is therefore held that 
as to tax-paid spirits referred to in your letter the inventory must 
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be filed in such cases by the owner. Please see the third paragraph 
of sample letter to be sent out with inventory A. 
V The distiller, however, should be notified that he will be required 
to furnish you with a statement showing the name and address of 
the owner, the serial number of the packages, and their proof-gallon 
contentof all suchspirits held byhim theday the act becomes effective. 
This statement should be used by you to check up the inventories if 
filed by the owner,' or, if none is fildd, you should take up by corre- 
spondence with the owner the matter of filing inventories, or with 
the collector of the district in which the owner resides to ascertain 
whether said spirits have been included in the inventory filed with 
him. 

The distillers should also notify you as soon as any such spirits are 
actually shipped to the owner, and imless an inventory of such spirits 
is filed with you, you will forward such statement of the distiQer to 
the collector of the district to which the spirits have been shipped, 
so that he may require all such spirits to be included in the inventory 
filed with him by the owner of the spirits. 

Spirits actually in transit the day the act becomes effective will 
be included in the inventory of the purchaser as provided in mimeo- 
graph letters 1596 and 1604. 

No regaiuge will be necessary, as the whisky should be inventoried 
at the actual proof-gallon content as shown by the tax-paid withdrawal 
gauge. 

Respectfully, 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
CoiXBOTOB OP Internal Revenue, Lexington, Ky. 



(T. D. 2523.) 

Food-control act of August 10, 1917. 

Restrictaon on the distillation of spirits— Executive order of September 2, 1917. 

Tbeasubt Department, 
Office of Commissioner of Internal Revenue, 

WasMngtony D. C, September 11, 1917. 
To collectors of internal revenue and others concerned: 

Sections 15 and 16 of the act of August 10, 1917, relative to the 
food administration, are herewith published for your information and 
proper action; also Executive order of President Wilson of September 
2, 1917, conferring on the Treasury Department and this office the 
supervision and authority to carry into effect the above-mentioned 
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provisions, and also the rules and regulations already promulgated 
by the President and the United States Food Administrator. 

Further regulations are being prepared by this office, which will be 
issued later. 

W. H. OSBOEN, 

Commissioner of Internal Revemu. 



[Public No. 41, 65th Congrees— H. R. 4961.J 

AN ACT To provide furtber for the national security and defense by encouraging the production, 
ing the supply, and controlling the distribution of food products and fuel. 

Sec. 15. That from and after thirty days from the date of the approval of this act 
no foods, fruits, food materials, or feeds shall be used in the production of distilled 
spirits for beverage purposes: Provided, That under such rules, regulations, and bonds 
as the President may prescribe, such materials may be used in the production of dis- 
tilled spirits exclusively for other than beverage purposes, or for the fortification of 
p\ire sweet wines as defined by the act entitled "An act to increase the revenue, and 
for other purposes," approved September eighth, nineteen hundred and sixteen. Nor 
shall there be imported into the United States any distilled spirits. Whenever the 
President shall find that limitation, regulation, or prohibition of the use of foods, 
fruits, food materials, or feeds in the production of malt or vinous liquors for beverage 
purposes, or that reduction of the alcoholic content of any such malt or vinous liquor 
is essential, in order to assure an adequate and continuous supply of food, or that the 
national security and defense will be subserved thereby, he is authorized, from time 
to time, to prescribe and give public notice of the extent of the limitation, regulation, 
prohibition, or reduction so necessitated. Whenever such notice shall have been 
given and shall remain unrevoked no person shall, after a reasonable time prescribed 
in such notice, use any foods, fruits, food materials, or feeds in the production of malt 
or vinous liquors, or import any such liquors except under license issued by the Presi- 
dent and in compliance with rules and regulations determined by him governing the 
production and importation of such liquors and the alcoholic content thereof. Any 
person who willfully violates the provisions of this section, or who shall use any foods, 
fruits, food materials, or feeds in the production of malt or vinous liquors, or who shall 
import any such liquors, without first obtaining a license so to do when a license is 
^required under this section, or who shall violate any rule or r^^ulation made under 
this section, shall be punished by a fine not exceeding $5,000, or by imprisonment 
for not jnore than two years, or both: Provided further, That nothing in this section shall 
be construed to authorize the licensing of the manufacture of vinous or malt liquors 
in any State, Territory, or the District of Columbia, or any civil subdivision thereof, 
where the manufacture of such vinous or malt liquor is prohibited. 

Sec. 16. That the President is authorized and directed to commandeer any or all 
distilled spirits in bond or in stock at the date of the approval of this act for redistilla- 
tion, in BO far as such redistillation may be necessary to meet the requirements of the 
Government in the manufacture of munitions and other military and hospital supplies, 
or in so far as such redistillation would dispense with the necessity of utilizing prod- 
ucts and materials suitable for foods and feeds in the future manufacture of distilled 
spirits for the purposes herein enumerated. The President shall determine and pay. 
a just compensation for the distilled spirits so commandeered; and if the compensation 
so determined be not satisfactory to the person entitled to receive the same, such 
person shall be paid seventy-five per centum of the amount so determined by the 
President and shall be entitled to sue the United States to recover such further sum 
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aa, added to said seventy-five per centum, will make up such amount as will be just 
compensation for such spirits, in the manner provided by section twenty-four, para- 
graph twenty, and section one hundred and forty-five of the Judicial Code. 

* « * « * « « 

Approved, August 10, 1917. 

ExEcuTivB Order. 

Acting under the authority of Section 2 of the Act of Congress approved August 
10, 1917, entitled An Act to provide further for the national security and defense by 
encouraging' the production, conserving the supply and controlling the distribution 
of food products and fuel, which section reads in part, as follows: *'That in carrying 
out the purposes of this Act the President is authorized * * * to utilize any 
department or agency of the Government, and to coordinate their activities so as to 
avoid any preventable loss or duplication of effort or funds;" because the office of 
the Commissioner of Internal Revenue in the Treasury Department is now regulating 
the production of distilled spirits through the United States and is in control of the 
machinery necessary to enforce effectively the provisions of Sections 15 and 16 of 
the aforesaid Act of August 10, 1917, relating to distilled spirits; 

Now, in order more effectively to enforce the provisions of said Act, and to avoid 
preventable duplication of effort and funds, I hereby direct that the Treasury De- 
partment shall henceforth supervise, direct and carry into effect the provisions of 
Sections 15 and 16 of said Act of August 10, 1917, and exercise the powers and authority 
therein given to the President, subject to such instructions and regulations as may 
from time to time be issued by the President. For this purpose the Secretary of the 
Treasury is hereby authorized to assign such duties to the Commissioner of Internal 
Revenue, the Internal Revenue officers of the United States, and the Division of 
Customs, and to employ such additional assistants as he may deem necessary therefor. 

The Executive Order dated August 10, 1917, providing for the organization of the 
United States Food Administration, so far as it is inconsistent herewith, is hereby 
modified. 

WooDRow Wilson. 

Washington, D. C, 2 September, 1917. 



FOOD-CONTEOL AoT OF AuGUST 10, 1917. 

Decisions and regulations under section 15, relating to the use of food, 
etc, in the production of distilled spirits for beverage and norir 
beverage purposes. 

DECISIONS. 

I. The United States Food Administration has ruled that under 
the provisions of the act all fermentation must be complete before 
September 8, 1917, at 11 o'clock p. m. Distillation may be pro- 
ceeded with thereafter if pursued promptly to completion. 

II. The United States Food Administration has ruled that the 
terms "foods, fruits, food materials, or feeds'' in the act include all 
cereals, tubers, fruits, molasses, grape cheese, apple cheese, fruit 
parings, canniary refuse, beet-sugar molasses, sour wine, and all other 
foods; fruitS; food materials, or feeds, and the by-products thereof. 
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RXJLEa AND REGULATIONS GOVERNING THE USE OF POOD ICATERIALS 
IN THE PRODUCTION OF DISTILLED SPIRITS FOR OTHER THAN BEY- 
ERAGE PURPOSES. 

Promulgated by the President under the power conferred by section 15 of the food- 
control act of Aug:u8t 10, 1917. 

I. Distilleries producing alcohol from the foods, fruits, food mate- 
rials, or feeds for denaturation only, under the act of Congress ap- 
proved October 3, 1913, will comply with the r^ulations of the 
Commissioner of Internal Revenue relating to such distillation and 
denaturation. 

II. All other distilled spirits manufactured for other than beverage 
purposes from foods, fruits, food materials or feeds after September 
9, 1917, when entered into warehouse under the regulations of the 
Commissioner of Internal Revenue, must bear a printed label, to be 
provided by the distiller, bearing the following legend: 

These spirits were produced from materials fermented after September 9, 1917. 
All persons are warned that their use in the manufacturing or preparation of bever- 
ages, or their sale for beverage purposes, will subject the persons so using or selling 
them to a fine of not exceeding $5,000, or imprisonment for not more than two years, 
or both. 

This label shall bear the date when afl&xed, shall be signed in the 
distiller's name by the distiller or his legal representative, and shall 
be pasted to the commercial head of the barrel and secured thereto 
by five tacks, one in each comer and one in the middle of the label. 
The label must be rectangular in form, 6 by 4 inches, and must be 
printed in letters easily legible. 

III. Every such distiller shall keep and return a true and complet-e 
record of all sales, in such particulars and on such forms as are pre- 
scribed by the Commissioner of Internal Revenue. 

IV. All persons are hereby forbidden to transfer any such spirits 
from one container to another, whether rectified in the interval or 
not, without placing a label upon the new container bearing the same 
legend as that prescribed in Regulation I, unless such spirits shall 
have been denatured under the supervision of United States Internal 
Revenue oflBicers. This regulation shall not apply to containers hold- 
ing 2 quarts or less intended for sale to the public for nonbeverage 
purposes through retail dealers. 

V. All persons are hereby forbidden to use any distilled spirits 
manufactured from foods, fruits, food materials, or feeds after Sep- 
tember 9, 1917, in manufacturing or preparing beverages, or to sell 
any such spirits for beverage purposes. 

VI. Any violation of these regulations will subject the offender to 
the penalty provided by the statute, to wit, a fine not exceeding 
$5,000, or imprisonment for not more than two years, or both. 

WooDBOW Wilson, 
By Herbeet Hooveb, 
Approved: United States Food AdmirdstrcUor. 

WooDBOW Wilson. 
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T. D. 2524, 
Estate tax — InTieritance taxes. 

State inheritance taxes not deductible under Title II, act of September 8, 1916.— 
T. D. 2395 of November 17, 1916, revoked. 

Treasury Departmeki, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September 10, 1917. 
To collectors of internal revenue: 

An exhaustive study of the nature of State inheritance taxes has 
led this office* to the conclusion that amounts paid to States on 
account of inheritance, succession, or legacy, taxes are not ''such 
other charges against the estate as are allowed by the laws of the 
jurisdiction,'* and accordingly are not deductible in arriving at the 
amount of Federal estate tax. T. D. 2395 of November 19, 1916, 
is hereby revoked. . 

David A. Gates, 
Acting Commissioner of Internal Revenue. 
Approved: 

Byron R. Newton, 

Acting Secretary of the Treasury. 



(T. D. 2525.) 
Wine honds, 

IiiBtructions relative to the execution of wine bonds covering bonded wineries and 

bonded storerooms. 

Treasury Department, 
Offioe of Commissioner of Internal Revenue, 

Washingtony D. C, September 24, 1917. 
To collectors of internal revenue and others concerned: 

In view of the probable passage in the near future of the pending 
revenue bill, increasing the rate of taxes on wines, the following 
instructions, supplemental to D. S. Mim. 1616, dated September 16, 
1917, are hereby promulgated: 

Bonds Forms 699, 709, and 710 mention specifically an act of Con- 
gress approved September 8, 1916, and regulations issued pursuant 
to said act. Upon the passage of the pending revenue bill collectors 
will see that new bonds are executed in suitable penal sums to cor- 
respond with the increased rates of taxation, with the words ''Act of 
September 8, 1916, and all regulations issued pursuant to said act", 
stricken out in the printed blanks now furnished for the purpose, and 
with the substitution therefor of the words ''Laws of the United 
States and regulations issued in pursuance thereof." These bonds, 
when executed after the passage of the pending revenue measure, 
win be made retroactive and the printed language thereof so changed 
by interlineatioii or addition ihat ihe same will relate back to and 
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be eflfectiye on and after 



(date the act becomes effectiye) in 



the same manner as though executed on said date. 

Wherever specific acts of Congress or rates of taxation are men- 
tioned in any other bonds on file in the coUector's office relating to 
the tax on distilled spirits or fermented liquors, necessitating new 
bonds, collectors will require such new bonds to be executed, with 
corrections made as indicated above and in the mimeograph named. 

ONE BOND MAT COVER SEVERAL BONDED WINERIES OR BONDED STORE- 
BOOICS IN THE SAME OR DIFFERENT DISTRICTS. 

In case one person, firm, or corporation is the proprietor of two or 
more bonded wineries or bonded storerooms in the same or in differ- 
ent districts, a single bond may be executed on Form 699 A, which 
is as follows: 



Form 009 A. 



Bond of wine maker or proprietor of bonded storeroom. 



Know all men by theei^ presents, That - 



of 



-, as principal, and 



, as suret — , are held and firmly bound unto the United States of America 

in the sum of thousand dollars, lawful money of the United States, for the pay- 
ment whereof to the United States we bind ourselves, our heirs, executors, Buccessors, 
administrators, and assigns, jointly and severally, firmly by these presents. 

Witness our hands and seals this day of , 19 — . 

Whereas the above- bounden principal is engaged or intends to engage in business 
of making and selling domestic wines at bonded wineries and storerooms, namely: 

, — District - 



(Winery or storeroom.) 



(Winery or storeroom.) 



No. — , at - 
No. — , at - 



(Winery or storeroom.) 



No. — , at - 



(Winery or storeroom.) 



(Winery or storeroom.) 



No. 
No. 
No. 



-,at- 
-,at- 
-,at- 



— District - 

— District - 

— District - 

— District - 

— District - 



(Winery or storeroom.) 

And to remove, under the provisions of existing law relative to the fortification of 
wine, grape brandy produced at a registered fruit distillery, or to withdraw grape 
brandy from a special bonded warehouse, and use the same in the fortification of 
wines. 

Now, therefore, the condition of this obligation is such that if the said principal 
shall fully and faithfully comply with all requirements of all acts of Congress, and 
regulations issued pursuant to said acts, respecting the production, fortification, 
storage, sale, removal, or transportation, and the accounting for of all wines (and 
brandy used in the fortification of wines) hereafter produced or received, or which 
now remain on said premises, and transportation of brandy to wineries named herein; 
and if the said principal shall well and truly pay all taxes due on said wines and 
brandy at the time and in the manner required by law and regulations, then this 
obligation to be void; otherwise to remain in full force and virtue. 

. [flBAL.] 
, [8BAL.] 



Signed, sealed, and delivered in the presence of—* 



— . [flBAL.] 
-.[•SAl..] 
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In exeeuting such blanket form of bond a sufficient number of 
copies will be made by the wine maker so that one copy may be 
filed with the papers pertaining to each bonded winery or bonded 
storeroom enumerated in the bond. All copies will be filed with one 
collector, who will certify as to the accuracy of the copies and will 
forward same to the collectors interested, who will forward duplicates 
in all cases to the Commissioner of Internal Reyenue, duly certified 
and approved by them. The wine maker will prepare these bonds 
with the requisite number of duplicates in typewriting, and will 
exercise great care to insert the proper name and number of each 
bonded winery or bonded storeroom in the body thereof. 

This bond, Form 699 A, if in a sufficient penal sum not exceeding 
$200,000, may also be executed by wine makers covering the tax 
on the brandy used in the fortification of wines, the transportation 
of brandy to the bonded winery, its use in fortification, the transfer 
of wines from one bonded premises to another, the tax thereon, and 
storage. 

This bond, if not in the maximum penal sum of $200,000, must be 
in a sufficient penal simi to cover all outstanding charges for taxes 
on wines or brandy in storage or in transit and brandy used in 
fortification. 

Wine makers executing this bond will not be required to execute 
bond Form 256. They must, however, execute Form 605, which is 
incorporated in bond Form 256, and forward the same with an 
amended bond on Form 699 A. 

David A. Gates, 
Acting Commissioner oj Internal Revenue. 

Approved: 

Bybon R. Newton, 

Acting Secretary of the Treasury. 



(T, D. 2526.) 
Food-control act. 

Dilute saccharine liquid derived from sawduBt, etc., is a prohibited material lor 
I»oduction of distilled spirits for beverage purposes. 

Treasuby Depaetment, 
Office of Commissioner of Internal Revenue, 

Washin^on, D. C, September S6, 1917. 
To collectors of internal revenue and others concerned: 

The following letter, addressed this day by this oflSce to a corre- 
spondent, is pubhshed for the information of all concerned: 

Sib: Your letter of the 25th instant has been received, in which you desire to be 
informed as to whether or not, under section 15 of th^ food-control act approve 
76551'— VOL X9— 17 U 
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August 10, 1917, T. D. 2520, and tlie decision of the Food Administrator, approved 
by the President of the United States, dilute molasses, or, as heretofore designated 
by this dexMurtment, dilute saccharine liquid, derived from sawdust, wood waste, 
pulp, and like bases, is material from which the production of distilled spirits for 
beverage purposes is prohibited. You state that such material is fermented like any 
other sugar produf t and when evaporated may be used for cattle feed. 

In reply you are advised that the distilling material derived from the substances 
in question is received on the distillery premises in the form of a sirup w dilute 
sacdiarine liquid containing fermentable sugar, and, in the opinion of this office, is 
dearly such molasses or sirup as to come witiiin the purview of the statute and regu- 
lations in question. 

Especial attention is called to the decision of the Eood Administrator, which was 
approved by the President of the United States, expressly prc^ibiting the use of 
''molasses,'' "beet-sugar molasses," "fruit parings," "cannery refuse," etc. It 
would appear clearly, therefore, that in rendering this decision the Food Adminis- 
trator, as well as the President, had in mind the materials in regard to which inquiry 
is made by you. It is held, therefore, that these materials can not be used in making 
distilled spirits for beverage purposes. 
Respectfully, 

David A. Gates, Acting Commisnaner o/ JnUrnal Revenu€. 



(T. D. 2527.) 
Tincture of iodine. 

Extending the use of formula 25, authorized for use in the manufacture of tincture 
of iodine, U. S. P., to the manufacture of a 3} per cent tincture of iodine. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September 28, 1917. 

Sir: Your letter of the 24th instant has been received, in which 
you state that the desires to use fonnula 25 m the manu- 
facture of a 4 per cent tincture of iodine without the addition of 
iodide of potassium, they having received a niunber of requests for 
a product of such strength. 

In regard to the matter you are advised that it is realized that 
there is a considerable demand from the legitimate medical profes- 
sion for half strength tincture of iodine, which perhaps may be 
better adapted to use as an external antiseptic than the U. S. P. 
tincture, full strength, with the iodide of potassium added. This 
office will, therefore, assent to the use of alcohol denatured in con- 
formity with fonnula 25 in the manufacture of a 3i per cent tincture 
of iodine without the addition of potassium iodide. It is believed 
that this will meet all legitimate demands of the trade, and it is 
impracticable and undesirable from an administrative viewpoint to 
authorize the use of alcohol denatured with this formula in all vary- 
ing strengths to meet the views of possible purchasers. 
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It will be understood that in the manufacture of a one-half strength 
tincture of iodine without iodide of potassium from alcohol dena- 
tured with formula 25 it will be necessary to add more of the element 
iodine to bring the same in conformity with these instructions. It 
will also be borne in mind that from an administrative viewpoint 
it would be ill-advised to approve formulas consisting entirely or 
principally of one or more of the component parts of each and every 
alcohoUc medicinal compound which may be manufactured under 
the U. S. P. standard or otherwise. It is obvious that if such course 
were adopted, the multipUcity of such formulas would eventually 
interfere very materially with the administration of the law. 
Respectfully, 

Daniel C. Ropeb^ 
Commissioner of IrUemdl Revenue. 

yix. , Washington, D, G. 



(T. D. 2528.) 

Denatured alcohol. 

Fonnula No. 3 for the complete denaturation of alcohol for use as a motor power. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 5, 1917. 
Gentlemen: Referring to your communication of the 7th ultimo, 
proposing certain formulas for the denaturation of alcohol to be used 
as a motor spirit or gasoline substitute in Hawaii, it is noted that 
you desire to use the formula as a denaturant for alcohol made of 
refuse material, large quantities of which are going to waste. You 
state that a gasoline substitute made from this alcohol has been 
developed and tested and that it is of great importance to the Terri- 
tory that the vast potential motor power in refuse material be con- 
served owing to the difficulties of securing gasoline. 

In view of the cireumstances as set forth, it has been decided to 
authorize the following formula for alcohol to be used for the purpose 
mentioned, the same to be designated as Formula 3, completely 
denatured alcohol: "To each 100 gallons of ethyl alcohol add 6 
gallons sulphuric ether, 2 gallons benzine, and 1 gallon pyridine." 
This formula may be used by any qualified denaturer. 
Respectfully, Daniel C. Roper, 

Commissioner of Internal Revenue. 
Messrs, , San Frandsco^ Cal^ 
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(T. D. 2829.) 

EstaUtax. 

Houflehold efifects aii<1 like penonality used by husband and wife in tlie marriage 
relation are presuuied to be the property of the husband, and, in the absence of 
sufficient evidence to rebut this presumption, must be returned as a portion ci 
his gross estate. 

' Trbasuby Depabtment, 

Offioe of G0MMI88IONBB OF Internal Keyenue, 

WasUngtan, D. (7., October 4, 1917. 
To collectors of internal revenue and intemaJrrevenue agents: 

In reviewing returns on Form 706 in this office, it is found that 
oftentimes there are reported no household goods or other miscella- 
neous personality of that character. This fact ia brought Jbo the 
attention of the examining officer, and in most cases results in the 
discovery of the existence of such property belonging to the estate 
of the decedent. In other cases the examining officers have been 
reporting the substance of the following: "Widow of deceased claims 
the household effects, etc., as her own separate property." 

Statements to the above effect, imexplained, are not sufficient to 
relieve the estate from returning and paying tax upon the household 
furniture used by the decedent in the household occupied by himself 
and wife. Upon the decease of a husband the household goods and 
other chattels used by husband and wife in the marriage relation 
are presumed to be the property of the husband. If the wife claims 
the same as her separate property, she has the burden of establishing 
that claim. 

There are certain situations where the widow's claim will not be 
questioned, and will consequently relieve the estate from returning 
tiie household goods as part of the gross estate of the deceased hus- 
band. All that is required in such cases is sufficient evidence of the 
existence of the facts in question. Such situations are as follows: (1) 
Where the articles of household furniture were owned by the wife prior 
to marriage; (2) where the wife has purchased the household effects 
during coverture with her separate funds; (3) where the household 
effects represent gifts from a third person to the wife individually 
during coverture. 

It is not at all uncommon, however, that the household effects have 
been purchased by the husband since the marriage and at his death 
the wife claims that the decedent made her a gift of the various arti- 
cles during the marriage, although the articles have never left the 
possession of the husband — i. e., they remain in the household occu- 
pied by the husband and wife and are used by them jointly. Such 
property is presumed to be owned by the husband, and if the wife, 01 
any other person for that matter, claims the household effects as a 
gift from the deceased the burden of proving the gift rests upon the 
person asserting it. A gift from husband to wife must be clearljr 
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established. There must be clear and incontrovertible evidence of 
the delivery of the property by the husband with the intention of 
divesting himseK of all dominion and control and of vesting title in 
the wife. The requirements necessary to a valid executed gift must 
be present. If the gift be in contemplation of death, of course 
another question would arise. 

The following proposition has been announced by the comets and .is 
believed by this office to be sound: To constitute a valid gift there 
must be an absolute transfer of the property from donor to donee, 
taking effect immediately, and fully executed by a delivery of the 
property by the donor, and the acceptance thereof by the donee. It 
is essential that the transaction should be fully executed by the de- 
livery of the property to the donee, or to some person for him. In 
several States statutes have been enacted providing that no gift, 
except by deed or will, shall be vaUd unless actual possession shall 
come to and remain with the donee or his agent, and if the donor and 
donee reside together at the time of the gift, possession by the donee 
at their place of residence is not a sufficient possession within the 
meaning of the statute. 

The foregoing should be carefully considered when examining offi- 
cers are investigating the completeness and accuracy of estate-tax 
returns. 

Daniel C. Ropbe, 
Commissioner of IrUemal Revenue. 



(T. D. 2530.) 
Estate tax. 



Bonds of domestic corporations owned by nonresident decedents, such bonds being 
physically situate outside of the United States, are not returnable as a portion 
of the gross estate of said decedent. 

Treasuby Department, 
Office of the (Commissioner op Internal Revenue, 

Washington, D. C, October 4, 1917. 
To collectors of internal revenue and internal-revenue agents: 

Section 202 of the revenue act of September 8, 1916, in defining 
the gross estate, provides that stock in a domestic corporation 
owned and held by a nonresident decedent shall be deemed property 
within the United States. The holding of this office has been that 
bonds of a domestic corporation owned and held by a nonresident 
decedent were likewise deemed property within the United States 
and taxable as a portion of the gross estate of the decedent. 

This question has had careful reconsideration, and it is the opinion 
of this office that the language of the section of the act above referred 
to docs not evidence the intention of Congress to impose a tax upon 
bonds of a domestic corporation owned and held by a nonresident 
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decedent when such bonds are physically situate outside of the 
United States, Hawaii, or Alaska at the time of the death of the 
nonresident owner. 

It is clear, however, that Congress has the power and evidenced 
an intention in the act above referred to to impo&e a iax upon bonds, 
both foreign and domestic, owned by a nonresident decedent, which 
bonds are physically situate in the United States, Hawaii, or Alaska 
at the time of the owner's death, and such bonds must be returned 
as a portion of his gross estate. 

It is, of course, clear that bonds, both foreign and domestic, owned 
by a resident are taxable, regardless of where such bonds are situate 
at the time of the owner's death. 

Rulings of this office announced in regulations and Treasury 
decisions inconsistent with and contrary to the above are hereby 
revoked. 

Daniel C. Bopbb, 
Commissioner of Internal Revenue. 



(T. D. 2531.) 
Estate tax. 



Interpretation of the provision of section 203 (a) (1) of the act of September 8, 1916, 
relating to the deductibility of amounts expended for support of dependents. 

Tbeasuey Department, 
Office of Ck>MMis8iONEB of Internal Revenue, 

Washington, D. C, October 4, 1917. 
To collectors of internal revenue, revenue agents, and others concerned: 

The act of September 8, 1916, section 203 (a) (1), provideis that 
there may be deducted from gross estate amounts which have been 
expended for '' support during the settlement of the estate of those 
dependent upon the decedent/' It is plain that Congress, in enact- 
ing this provision, intended that there should be allowed as a deduc- 
tion from gross estate only the amount a^AuaUy expended by the 
estate for the support of actual dependents of the decedent. The 
regulation made in pursuance of this provision requires the existence 
of three things before the amount claimed as a deduction imder this 
item is allowable: (1) A bona fide disbursement by the executor, 
(2) for the support of those actually dependent upon the decedent, 
and (3) in an amount authorized by the local law for that specific 
purpose. 

First. In view of the language of the taxing act, there must be an 
actual expenditure of money — not a mere delivery to the dependent 
by the executor of household goods or other miscellaneous personalty 
of that character. It is obvious that the turning over of furniture 
and such personalty to the dependent does not contribute to that 
dependent's support unless the furniture is sold and the proceeds are 
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so used. Therefore, provisions in the statutes of the various States 
to the effect that the widow is entitled to family pictures, wearing 
apparel, etc., and to certain household goods in lieu of an award, has 
reference to the widow's exemption and has no application in deter- 
mining the deductibility of an amount paid for the support of de- 
pendents. 

Second. The persons for whose support the money is expended 
must be actually dependent upon the deceased, otherwise the amount 
(even though actually expended for the support of the widow or 
children) is not an allowable deduction. If the persons for whose 
support money is expended have means ample for their support, 
obviously they are not dependents, and any amoimts paid for their 
support are not deductible. If the alleged dependents are benefi- 
ciaries of the estate, it is clear from the wording of the act that the 
phrase ''support during^the settlement of the estate" refers to the 
period elapsing bet^i^een the date of decedent's death, at which time 
his contribution to the support of dependent ceases, and the date of 
the actual delivery of devised property to the beneficiary by the 
personal representative of deceased. It follows as a natural conse- 
quence that when the dependent beneficiaries come into possession 
of property sufficient for their support and maintenance they cease 
to be dependents and money expended for their support after such 
date is not deductible. 

Third. In order to be deductible, the amount actually expended 
for the support of a^ttud dependents must not exceed the amount 
which is allowed for the specific purpose by the laws of the State 
having jurisdiction over the administration of decedent's estate. 
The amoimt in all cases will not necessarily equal the amount allowed 
under the local law. It is not uncommon in the various States that 
a maximum amount is specified in the statutes to be allowed de- 
pendents for their support. In certain States appraisers are ap- 
pointed by the court to fix an award and judgment is rendered 
against the executor for the amoimt arrived at by them. These 
amounts may exceed what is actually expended for the support of 
dependents. In that case the excess over actual expenditures for 
support is not an allowable deduction in determining estate tax. 

TTie following query or its substance is often made to this office: 
"Will it not be allowable, in making reports of investigations of 
Form 706, where a deduction is claimed for 'support of decedent's 
dependents,' to merely establish the fact that appraiser's fixed award 
which was approved and judgment rendered therefor?*' In view of 
the detailed interpretation of the provision in the act relating to 
deduction for support of dependents given above, this question is 
necessarily answered in the negative. 

Daniel C. Ropeb, 
Commissianer of 'Internal Revenue* 
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(T. D. 2532.) 

DPuBuo— No. 50 — 65th Cokorbss.I 

[H. R. 4280.] 

An Act To providd revenue to defray war expenaes, and for otiher 
pnrpoaea. 

Be it enacted hy (he Senate and Himee of RepreserUatives of the United 
States of America in Congress assembled, 

Title I. — ^War Income Tax. 

Section 1. That in addition to the normal tax imposed by subdi- 
vision (a) of section one of the Act entitled '^An Act to increase the 
revenue, and for other purposes/' approved September eighth, nine- 
teen hundred and sixteen, there shall be levied^ assessed, collected, 
and paid a like normal tax of two per centum upon the income of 
eveiT individual, a citizen or resident of the United States, received 
in tne calendar year nineteen hundred and seventeen and etery 
calendar year thereafter. 

Seg. 2. That in addition to the additional tax imposed by subdi- 
vision (b) of section one of such Act of September eighth, nineteen 
htmdred and sixteen, there shall be levied, assessed, collected, and 
paid a like additional tax upon the income of every individual 
received in the calendar year nineteen hundred and seventeen and 
every calendar year thereafter, as follows: 

One per centum per annum upon the amoimt by which the total 
net income exceeds $5,000 and does not exceed $7,500; 

Two per centum per annum upon the amotmt by which the total 
net income exceeds $7,500 and does not exceed $10,000; 

Three per centum per annum upon the amount by which the total 
net income exceeds $10,000 and does not exceed $12,500; 

Four per centum per annum upon the amount by which the total 
net income exceeds |l2,500 and aoes not exceed $15,000; 

Five per centum per annum upon the amount by which the total 
net income exceeds $15,000 and does not exceed $20,000; 

Seven per centum per annum upon the amount by which the total 
net income exceeds $20,000 and does not exceed $40,000; 

Ten per centum per annum upon the amount by which the total 
net income exceeds $40,000 and does not exceed $60,000; 

Fourteen per centiun per annum upon the amoimt by which the 
total net income exceeds $60,000 and does not exceed $80,000; 

Eighteen per oentTun per annmn upon the amount by which the 
total net income exceeds $80,000 and does not exceed $100,000; 

Twenty-two per centum per annum upon the amount by which 
the total net income exceeds $100,000 ana does not exceed $150,000; 

Twenty-five per centum per annum upon the amount by which 
the total net income exceeds $150,000 and does not exceed $200,000- 

Tliirty per centum per annum upon the amount by which the total 
net income exceeds $200,000 and does not exceed $250,000; 

Thirty-four per centum per annum upon the amoimt by which 
the total net income exceeds $250,000 ana does not exceed $300,000; 



Digitized by VjOOQIC 



169 

Thirty-seven per centum per annum upon the amount by which 
the total net income exceeds $300,000 and does not exceed $500,000; 

Forty per centiun per annum upon the amoimt by which the total 
net income exceeds $500,000 and does not exceed $750,000. 

Forty-five per centum per annum upon the amount by which the 
total net income exceeds $750,000 and does not exceed $1,000,000. 

Fifty per centima per anniun upon the amount by which the total 
net income exceeds $1,000,000. 

Sec. 3. That the taxes imposed by sections one and two of this 
Act shall be computed, leviea, assessed, collected, and paid upon the 
same basis and in the same manner as the similar taxes imposed by 
section one of such Act of September eighth, nineteen hundred and 
sixteen, except that in the case of the tax imposed by section one of 
this Act (a) the exemptions of $3,000 and $4,000 provided in section 
seven of such Act of September eighth, nineteen hundred and sixteen. 
as amended by this Act, shall be, respectively, $1,000 and $2,000, ana 
(b) the returns required under subdivisions (b) and (c) of section 
eight of such Act as amended by this Act shall be required in the case 
of net incomes of $1,000 or over, in the case of unmarried persons, 
and $2,000 or over in the case of married persons, instead of $3,000 
or over, as therein provided, and (c) the provisions of subdivision (c) 
of section nine of such Act, as amended by this Act, reqidring tie 
normal tax of individuals on income derived from interest to be 
deducted and withheld at the source of the income shall not apply to 
the new two per centum normal tax prescribed in section one of this 
Act until on and after January first, nineteen himdred and eighteen, 
and thereafter onlv one two per centum normal tax shall be deductea 
and witiJield at the source under the provisions of such subdivision 
(c), and any further normal tax for which the recipient of such income 
is liable under this Act or such Act of September eighth, nineteen 
himdred and sixteen, as amended by this Act, shall be paid by such 
recipient. 

Sec. 4. That in addition to the tax imposed by subdivision (a) of 
section ten of such Act of September eighth, nineteen hundred and 
sixteen, as amended by this Act, there shall be levied, assessed, 
collected, and paid a Uke tax of foiu: per centum upon the income 
received in the calendar year nineteen hundred and seventeen and 
every calendar year thereafter, by every corporation, joint-stock 
companv or association, or insurance company, subject to the tax 
imposea by that subdivision of that section^ except that if it has 
fixed its own fiscal year, the tax imposed by this section for the 
fiscal year ending during the calendar year nineteen hundred and 
seventeen shall be levied, assessed, collected, and paid only on that 

Proportion of its income for such fiscal year which the period between 
anuary first, nineteen himdred and seventeen, and tne end of such 
fiscal year bears to the whole of such fiscal year. 

The tax imposed by this section shall be computed, levied, assessed, 
collected, ana paid upon the same incomes and in the same manner 
as the tax imposed by subdivision (a) of section ten of such Act of 
September eignth, nineteen hundred and sixteen, as amended by 
this Act, except that for the purpose of the tax imposed by this 
section the income embraced in a return of a corporation, joint^stock 
company or association, or insurance company, shall be credited 
with the amoimt received as dividends upon the stock or from the 
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net eamiiig;B of any other corporation, joint-stock company or asso- 
ciation, or insurance company, which is taxable upon its net income 
as jprovided in this title. 

Sec. 5. That the provisions of this title shall not extend to Porto 
Rico or the Philippme Islands, and the Porto Rican or Philippine 
Legislature shall nave power by due enactment to amend, alter, 
modify, or repeal the income tax laws in force in Porto Rico or the 
PhiUppine Islands, respectively. 

Title II. — War Excess PROFrrs Tax. 

Sec. 200. That when used in this title — 

The term ''corporation" includes joint-stock companies or asso- 
ciations and insurance companies; 

The term ''domestic" means created imder the law of the United 
States, or of any State, Territory, or District thereof, and tiie term 
"foreign" means created under the law of any otfier possession of 
the United States or of any foreign country or government; 

The term "United States" means only the States, the Territories 
of Alaska and Hawaii, and the District of Colmnbia; 

The tenn "taxable year" means the twelve months ending Decem- 
ber thirty-first, excepting in the case of a corporation or partnership 
which has fixed its own nscal year, in which case it means suc^ fiscal 
year. The first taxable year shall be the year ending December 
thirty-first, nineteen hundred and seventeen, except that in the case 
of a corporation or partnership which has fixed its own fiscal year, it 
shall be the fiscal year ending during the calendar year nmeteen 
hundred and seventeen. If a corporation or partnership, ^prior to 
March first, nineteen hundred and eighteen, makes a return covering 
its own fiscal year, and includes therein the income received during 
that part of the fiscal vear faUing widiin the calendar year nineteen 
hundred and sixteen, the tax for such taxable year shall be that pro- 
portion of the tax computed upon the net income during such full 
nscal year which the time from January first, nineteen hundred and 
seventeen, to the end of such fiscal year bears to the full fiscal year; 
and 

The tenn "prewar p>eriod" means the calendar years nineteen 
hundred and eleven, nineteen hundred and twelve, and nineteen 
hundred and thirteen, or, if a corporation or partnership, was not in 
existence or an individual was not engaged in a trade or business 
during the whole of such period, then as many of such years during 
the Tmole of which the corporation or partnership was in existence 
or the individual was engaged in the trade or business. 

The terms "trade" and "business" include professions and occu- 
pations. 

The term "net income" means in the case of a foreign corporation 
or partnership or a nonresident alien individual, the net income re- 
ceived from sources within the United States. 

Sec. 201. That in addition to the taxes under existing law and 
under this act there shall be levied, assessed, collected, and paid for 
each taxable year upon the income of every corporation, partnership, 
or individual, a tax (hereinafter in this title referred to as the tax) 
equal to the following percentages of the net income: 
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Twenty per centum of the amount of the net income in excess of the 
deduction (determined as hereinafter provided) and not in excess of 
fifteen per centum of the invested capital for the taxable year; 

Twenty-five per centum of the amount of the net income in excess 
of fifteen per centum and not in excess of twenty per centum of such 
capital; 

Thirty-five per centum of the amount of the net income in excess 
of twenty per centum and not in excess of twenty-five per centiun^of 
such capital; 

Forty-five per centum of the amount of the net income in excess 
of twenty-five per centum and not in excess of thirty-three per 
centum of such capital : and 

Sixty per centum oi the amotmt of the net income in excess of 
thirty-three per centum of such capital. 

For the purpose of this title every corporation or partnership not 
exempt under the provisions of this section shall be deemed to be 
engaged in business, and all the trades and businesses in which it is en- 
gaged shall be treated as a single trade or business, and all its income 
from whatever source derived shall be deemed to be received from 
such trade or business. 

This title shall apply to all trades or businesses of whatever de- 
scription, whether continuously carried on or not, except— 

(a) In the case of officers and employees under the United States, 
or any State, Territory, or the District of Columbia, or any local sub- 
division thereof, the compensation or fees received by them as such 
officers or employees; 

(b) Corporations exempt from tax imder the provisions of section 
eleven of Title I of such Act of September eightn, nineteen himdred 
and sixteen, as amended by this Act^ and partnerships and individuals 
carrying on or doing the same busmess, or coming within the same 
description; and 

(c) incomes derived from the business of life, health, and accident 
insurance combined in one policy issued on the weekly premium pay- 
ment plan. 

Sec. 202. That the tax shall not be imposed in the case of the trade 
or business of a foreign corporation or partnership or a nonresident 
alien individual, the net income of which trade or business during 
the taxable year is less than S3,000. 

Sec. 203. That for the purposes of this title the deduction shall be 
as follows, except as otherwise in this title provided — 

(a) In the case of a domestic corporation, the sum of (1) an amount 
equal to the same percentage of the invested capital for the taxable 
year which the average amount of the annual net income of the trade 
or business during the prewar period was of the invested capital for 
the prewar period (but not less than seven or more than nine per 
centum of the invested capital for the taxable year), and (2) $3,000; 

(b) In the case of a domestic partnership or of a citizen or resident 
of the United States, the sum of (1) an amoxint equal to the same 
percentage of the invested capital for the taxable year which the 
average amoxint of the annual net income of the trade or business 
during the prewar period was of the invested capital for the prewar 
period (but not less than seven or more than nine per centum of the 
mvested capital for the taxable year), and (2) $6,000; 
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(c) In the case of a foreign corporation or partnership or of a 
nonresident alien individual, an amount ascertained in the same 
manner as provided in subdivisions (a) and (b) without any exemp- 
tion of $3,000 or $6,000. 

(d) If tne Secretary of the Treasury is unable satisfactorily to 
determine the average amount of the annual net income of the trade 
or business during the prewar period, the deduction shall be deter- 
mined in the same manner as provided in section two hundred and 
five. 

Sec. 204. That if a corporatioii or partnership was not in existence, 
or an individual was not engaged in the trade or business, during tiie 
whole of any one calendar year during the prewar period, the deduc- 
tion shall be an amount equal to eignt per centum of tne invested 
capital for the taxable year, plus in the case of a domestic corporation 
$3,000, and in the case of a domestic partnership or a citizen or 
resident of the United States $6,000. 

A trade or business carried on b^ a corporation, partnership, or 
individual, although formally organized or reorganized on or after 
January second, nineteen hundred and thirteen, which is substan- 
tially a continuation of a trade or business carried on prior to that 
date, shall, for the purposes of this title, be deemed to have been in 
existence prior to that date, and the net income and invested capital 
of its predecessor prior to that date shall be deemed to have been its 
net income and invested capital. 

Sec. 205. (a) That if the Secretary of the Treasury, upon complaint 
finds either (1) that during the prewar period a domestic corporation 
or partnership, or a citizen or resident of the United States, had no 
net income from the trade or business, or (2) that during the prewar 
period the percentage, which the net income was of the invested 
capital, was low as compared with the percentage, which the net 
income during such period of representative corporations, partner- 
ships, and individuals, eni^aged in a like or similar trade or business, 
was of tiieir invested capital, then the deduction shall be the sum 
of (1) an amoimt equal to the same percentage of its invested capital 
for the taxable year which the average deduction (determined in the 
same manner as provided in section two hundred and three, without 
including the $3,000 or $6,000 therein referred to) for such year of 
representative corporations, partnerships, or individuals, engaged in 
a like or similar trade or busmess, is of their average invested capital 
for such year plus (2) in the case of a domestic corporation $3,000, 
and in the case of a domestic partnership or a citizen or resident of the 
United States $6,000. 

The percentage which the net income was of the invested capital 
in each trade or business shall be determined by the Commissioner of 
Internal Revenue, in accordance with regidations prescribed by him, 
with the approval of the Secretary of the Treasury. In the case of a 
corporation or partnership which has fixed its own fiscal year, the 
percentage determined by the calendar year ending during such fiscal 
year shall be used. 

(b) The tax shall be assessed upon the basis of the deduction deter- 
mined as provided in section two nundred and three, but the taxpayer 
daiming the benefit of this section may at the time of making the 
return me a claim for abatement of the amount by which the tax so 
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assessed exceeds a tax computed upon the basis of the deducticii 
determined as provided in this section. In such event, collection of 
the part of the tax covered by such claim for abatement shall not be 
made until the claim is decided, but if in the judgment of the Com- 
missioner of Internal Revenue, the interests of the United States 
would be jeopardized thereby ne may require the claimant to give 
a bond in such amount and with such sureties as the commissioner 
may think wise to safeguard such interests, conditioned for the pay- 
ment of any tax found to be due, with the interest thereon, and if 
such bond, satisfactory to the commissioner, is not given within such 
time as he prescribes, the full amount of tax assessed shall be col- 
lected and the amount overpaid, if any, shall upon final decision of 
the application be refunded as a tax erroneously or illegally collected. 

Seo. 206. That for the purposes of this title the net income of a 
corporation shall be ascertained and returned (a) for the calendar 
years nineteen hundred and eleven and nineteen hundred and twelve 
upon the same basis and in the same manner as provided in section 
thirty-eight of the Act entitled ''An Act to provide revenue, equalize 
duties, and encourage the industries of the United States, and for 
other purposes," approved August fifth, nineteen hundred and nine, 
except that income taxes paid by it within the year imposed by the 
authority of the United States shall be included ; (b) for the calendar 
year nineteen hundred and thirteen upon the same basis and in the 
same manner as provided in section Ix of the Act entitled ''An Act 
to reduce tariff duties and to provide revenue for the Government, 
and for other purposes," approved October third, nineteen hundred 
and thirteen, except liat mcome taxes paid by it within the year 
imposed by the authority of the United States snail be included, and 
except that the amounts received by it as dividends upon the stock 
or from the net earnings of other corporations, joint-stock companies 
or associations, or insurance companies, subject to the tax imposed 
by section II of such Act of October third, nineteen hundrea and 
thirteen, shall be deducted; and (c) for the taxable year upon the 
same basis and in the same manner as provided in Title I of the Act 
entitled "An Act to increase the revenue, and for other purposes," 
approved September eighth,, nineteen hundred and sixteen, as 
amended by this Act, except that the amounts received by it as 
dividends upon the stock (» from the net eamiogs of other corpora- 
tions, joint-stock companies or associations, or insurance companies, 
subject to the tax imposed by Title I of such Act of September 
eighth, nineteen hundred and sixteen, shall be deducted. 

The net income of a partnership or individual shall be ascertained 
and returned for the calendar years nineteen hundred and eleven, 
nineteen himdred and twelve, and nineteen hundred and thirteen, 
and for the taxable year, upon the same basis and in the same manner 
as provided in Title I of such Act of September eighth, nineteen hun- 
dred and sixteen, as amended by this Act, except that the credit 
allcvmed by subdivision (b) of section five of such Act shall be de- 
ducted. There shall be allowed (a) in the case of a domestic part- 
nership the same deductions as allowed to individuals in subdivision 
(a) of section five of such Act of September eighth, nineteen hundred 
and sixteen, as amended by this Act; and (b) in the case of a foreim 
partnership the same deductions as allowed to individuals in siib- 
division (a) of section six of such Act as amended by this Actt 
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Sbo. 207. That as used in this title, the term ''invested capital 
for any year means the average invested capital for the year, as de- 
fined and limited in this title, averaged monthly. 

As used in this title * invested capital" does not include stocks, 
bonds (other than obUgations of the United States), or other assets, 
the income from which is not subject to the tax imposed by this title 
nor money or other property borrowed, and means, subject to the 
above Umitations: 

(a) In the case of a corporation or partnership: (1) Actual cash 
paid in, (2) the actual cash value of tangible property paid in other 
than cash, for stock or shares in such corporation or partnership, at 
the time of such payment (but in case such tangible property was 
paid in prior to January first, nineteen himdred and fourteen, the 
actual cash value of sucn property as of January first, nineteen him- 
dred and fourteen, but in no case to exceed the par value of the 
original stock or shares specifically issued therefor), and (3) paid in 
or earned surplus and imaivided profits used or employed in the busi- 
ness, exclusive of undivided profits earned during the taxable year: 
Providedy That (a) the actual cash value of patents and copyrights 
paid in for stock or shares in such corporation or partnership, at the 
time of such payment, shall be included as invested capital, but not 
to exceed the par value of such stock or shares at the time of such 

})ayment, and (b) the good will, trade-marks, trade brands, the 
ranchise of a corporation or partnership, or other intangible prop- 
erty, shall be included as invested capital if the corporation or part- 
nership made payment bona fide therefor specifically as such in cash 
or tangible property, the value of such good will, trade-mark, trade 
brand, franchise, or intangible property, not to exceed the actual 
cash or actual cash value of the tangible property paid tlierefor at 
the time of such payment; but good will, trade-mar&, trade brands, 
franchise of a fcorporation or partnership, or other intangible prop- 
erty, bona fide purchased, pnor to March third, nineteen hundred 
and seventeen, for and with interests or shares in a partnership or for 
and with shares in the capital stock of a corporation (issued prior to 
March third, nineteen hundred and seventeen), in an amount not to 
exceed, on March third, nineteen hundred and seventeen, twenty 
per centum of the total interests or shares in the partnership or of 
the total shares of the capital stock of the corporation, shall be in- 
cluded in invested capital at a value not to exceed the actual cash 
value at the time of such purchase, and in case of issue of stock 
therefor not to exceed the par value of such stock; 

(b) In the case of an individual, (1) actual cash paid into the trade 
or business, and (2) the actual cash value of tangible property paid 
into the trade or business, other than cash, at the time ofsucn pay- 
ment (but in case such tangible property was paid in prior to January 
first, nineteen hundred and fourteen, the actual caah value of such 
property as of January first, nineteen hundred and fourteen), and (3) 
the actual cash value of patents, copyrights, good will, trade-marks, 
trade brands, franchises, or other intangible property, paid into the 
trade or business, at the time of such payment, if payment was 
made therefor specifically as such in cash or tangible property, not 
to exceed the actual cash or actual cash value of the tangible prop- 
erty bona fide paid ther^or at the time of such payment, 
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In the case of a foreign corporation or partnership or of a non- 
resident alien individual the term ''invested capital'' means that 
proportion of the entire invested capital, as defined and liroited in 
this title, which the net income from sources within the United States 
bears to the entire net income. 

Sec. 208. That in case of the reorganization, consolidation or 
change of ownership of a trade or business after March third, nine- 
teen hundred and seventeen, if an interest or control in such trade 
or business of fifty per centum or more remains in control of the 
same persons, corporations, associations, partnerahips, or any of 
them, then in ascertaining the invested capital of the trade or busmesb 
no asset transferred or received from the prior trade or business shall 
be allowed a greater value than would have been allowed imder this 
title in computing the invested capital of such prior trade or business 
if such asset haa not been so transferred or received, imless such 
asset was paid for specifically as such, in cash or tangible property, 
and then not to exceed the actual cash or actual cash value of the 
tangible property paid therefor at the time of such payment. 

Sec. 209. That in the case of a trade or business having no invested 
capital or not more than a nominal capital there shall be levied, 
assessed, collected and paid, in addition to the taxes under existing 
law and under this Act, in heu of the tax imposed by section two 
hundred and one, a tax equivalent to eight per centum of the net 
income of such trade or business in excess of the following deduc- 
tions: In the case of a domestic corporation $3,000, and in the case 
of a domestic partnership or a citizen or resident of the United 
States $6,000 : in the case of all other trades or business, no deduction. 

Sbo. 210. That if the Secretary of the Treasury is unable in any 
case satisfactorily to determine the invested capital, the amount of 
the deduction shall be the sum of (1) an amount equal to the same 
proportion of the net income of the trade or business received during 
the taxable jear as the proportion which the average deduction 
(determined m the same manner as provided in section two hundred 
and three, without including the $3,000 or $6,000 therein referred to) 
for the same calendar year of representative corporations, partner- 
ships, and individuals, engaged in a Uke or similar trade or business, 
bears to the total net income of the trade or business received by 
such corporations, partnerships, and individuals, plus (2) in the case 
of a domestic corporation $3,000, and in the case of a domestic 
partnership or a citizen or resident of the United States $6,000. 

For the purpose of this section the proportion between the deduc- 
tion and the net income in each trade or business shall be determined 
by the Commissioner of Internal Revenue in accordance with regula- 
tions prescribed by him, with the approval of the Secretary of the 
Treasury. In the case of a corporation or partnership which has 
fixed its own fiscal year, the proportion determined for the calendar 
year ending during such fiscal year shall be used. 

Sec. 211. That every foreign partnership having a net income of 
$3,000 or more for the taxable year, and every domestic partnership 
having a net income of $6,000 or more for the taxable yeai\ shall 
render a correct return of the income of the trade or business for the 
taxable year, setting forth specifically the gross income for such vear, 
and the deductions allowed in this title. Such returns shall be 
rendered at the same time and in the same manner as is prescribed 
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for income-tax returns under Title I of such Act of September eighth, 
nineteen hundred and sixteen, as amended by this Act. 

Sbo. 212. That all administrative, special, and general provisions of 
law, including the laws in relation to the assessment, remission, col- 
lection, and refund of internal-revenue taxes not heretofore specifically 
repealed, and not inconsistent with the provisions of this title are 
hereby extended and made appUcable to all the provisions of this 
title and to the tax herein imposed, and all provisions of Title I of such 
Act of September eighth, nineteen hundred and sixteen, as amended 
by this Act, relating to returns and payment of the tax therein im- 
posed, including penalties, are hereby made appUcable to the tax 
mxposed by this title. 

Sec. 213. That the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, shall make all necessary 
regulations for carrying out the provisions of this title, and may 
require any corporation, partnership, or individual, subject to the 
provisions of this title, to furnish him with such facts, data, and infor- 
mation as in hw judgment are necessary to collect the tax imposed 
by this title. 

Sec. 214. That Title II (sections two hundred to two hundred and 
seven, inclusive) of the Act entitled *'An Act to provide increased 
revenue to defray the expenses of the increased appropriations for the 
Army and Navy, and the extensions of fortifications, and for other 
purposes,'' approved March third, nineteen hxmdred and seventeen, 
IS hereby repealed. 

Any amoimt heretofore or hereafter paid on account of the tax 
imposed by such Title II, shall be credited toward the payment of the 
tax imposed by this title, and if the amoimt so paid exceeds the 
amoimt of such tax the excess shall be refimded as a tax erroneously 
or illegally collected. 

Subdivision (1) of section three hundred and one of such Act of 
September eighth, nineteen hundred and sixteen, is hereby amended 
so that the rate of tax for the taxable year nineteen hxmdred and 
seventeen shall be ten per centum instead of twelve and one-half per 
centum, as therein provided. 

Subdivision (2) of such section is hereby amended to read as follows : 

"(2) This section shall cease to be of effect on and after January 
first, nineteen hxmdred and eighteen.'' 

Title III. — Wab Tax on Beverages. 

Sec. 300. That on and after the passage of this Act there shall be 
levied and collected on all distiUed spirits in bond at that time or 
that have been or that may be then or thereafter produced in or 
imported into the United States, except such distilled spirits as are 
subject to the tax provided in section three hundred and three, in 
addition to the tax now imposed by law, a tax of $1.10 (or, if with- 
drawn for beverage purposes or for use in the manuf actxire or produc- 
tion ol any article used or intended for xise as a beverage, a tax of 
$2.10) on each proof gaQon, or wine gallon when below proof, and a 
proportionate tax at a hke rate on all fractional parts of such proof 
or wine gallon, to be paid by the distiller or importer when withdrawn, 
md collected xmder the provisions of existing law* 
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That in addition to the tax under existing law there shall be levied 
and collected upon aU perfumes hereafter imported into the United 
States containing distilled spirits, a tax of $1.10 per wine gallon, and 
a proportionate tax at a like rate on all fractional parts of such wine 
gallon. Such tax shall be collected by the collector of customs and 
deposited as internal-revenue collections, imder such rules and regu- 
lations as the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasmy^ may prescribe. 

Sec. 301. That no distilled spirits produced after the passage of 
this Act shall be imported into the United States from any foreign 
country, or from the West Indian Islands recently acquired from 
Denmark (unless produced from products the growtn of such islands, 
and not then into any State or Territorv or Districw of the United 
States in which the manufacture or sale of intoxicating liquor is 
prohibited), or from Porto Rico, or the PhiUppiae Islands. Under 
such rules, regulations, and bonds as the Secretary of the Treasury 
may prescribe, the provisions of this section shall not apply to dis- 
tilled spirits imported for other than (1) beverage purposes or (2) 
use in tne manuiacture or production of any article used or intended 
for use as a beverage. 

Sec. 302. That at registered distilleries producing alcohol, or other 
high-proof spirits, packages may be filled with such spirits reduced 
to not less than one hundred proof from the receiving cisterns and tax 
paid without being entered into bonded warehouse. Such spirits 
may be also transferred from the receiving cisterns at such distilleries, 
by means of pipe lines, direct to storage tanks in the bonded ware- 
house and may be warehoused in such storage tanks. Such spirits 
may be also transferred in tanks or tank cars to general bonded 
warehouses for storage therein, either in storage tanks in such ware- 
houses or in the tanfe in which they were transferred. Such spirits 
may also be transferred after tax payment from receiving cisterns 
or warehouse storage tanks to tanks or tank cars and may be trans- 
ported in such tanks or tank cars to the premises of rectifiers of spirits. 
The Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, is herebv empowered to prescribe all neces- 
sary regulations relating to the arawing off, transferring, gauging, 
storing and transporting of such spirits; the records to be kept and 
returns to be made ; the size and kind of packages and tanks to be used ; 
the markiag, brandiag^ numbering and stamping of such packages 
and tanks ; the kinds oi stamps, if anv, to be used ; and the time and 
manner of paying the tax ; the kind of bond and the penal sum of same. 
The tax prescribed by law must be paid before such spirits are re- 
moved from the distiUery premises, or from general bonded ware- 
house in the case of spirits transferred thereto, except as otherwise 
provided by law. 

Under such regulations as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, may prescribe, 
distilled spirits may hereafter be drawn from receiving cisterns and 
deposited in distillery warehouses without having afl&xed to the 
packages containing tne same distillery warehouse stamps, and such 
packages, when so deposited in warehouse, may be withdrawn there- 
from on the original gauge where the same have remained in such 
warehouse for a period not exceeding thirty days from the date of 
deposit. 
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Under such r^nlations as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, may prescribe, 
the manufacture, warehousing, withdrawal, and shipment, under 
the provisions of existing law, of ethyl alcohol for other than (1) bev- 
erage purposes or (2) use in the manufacture or production of any 
article used or intended for use as a beverage, and denatured alcohol, 
may be exempted from the provisions of section thirty-two himdred 
and eighty-three, Revised Statutes of the United States. 

Under such regulations as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, may prescribe, 
manufacturers of ethyl alcohol for other than beverage purposes may 
be granted permission under the provisions of section thirty-two 
himdred and eighty-five. Revised Statutes of the United States, to 
fill fermenting tub in a sweet-mash distillery not oftener than once 
in forty-eight hours. 

Sec. 303. That upon all distUled spirits produced in or imported 
into the United States upon which the tax now imposed by law has 
been paid, and which, on the day this Act is passed, are neld by a 
retailer in a quantity in excess of fifty gallons in the aggregate, or by 
any other person, corporation, partnership, or association in any 
quantity, and which are intended for sale, there shall be levied, 
assessed, collected, and paid a tax of $1.10 (or, if intended for sale for 
beverage purposes or for use in the manufacture or production of any 
article used or intended for use as a beverage, a tax of $2.10) on eacn 
proof gallon, and a proportionate tax at a like rate on all fractional 
parts of such proof gallon: Provided, That the tax on such distilled 
spirits in the custody of a court of bankruptcy in insolvency proceed- 
ings on June first, nineteen himdred and seventeen, shall be paid by 
the person to whom the court delivers such distUled spirits at the 
time of such deUvery, to the extent that the amount thus delivered 
exceeds the fifty gallons hereinbefore provided. 

Sec. 304. That m addition to the tax now imposed or imposed by 
this Act on distilled spirits there shall be levied, assessed, collected, 
and paid a tax of 15 cents on each proof gallon and a proportionate 
tax at a like rate on all fractional parts of such proof gallon on all 
distilled spirits or wines hereafter rectified, purified, or refined in 
such manner, and on all mixtures hereafter produced in such manner, 
that the person so rectifying, purifying, refining, or mixing the same 
is a rectifier within the meaning of section thirty-two hundred and 
forty-four. Revised Statutes, as amended, and on aU such articles in 
the possession of the rectifier on the day this Act is passed: Providedf 
That this tax shall not apply to gin produced by the redistillation of 
a pure spirit over juniper berries and other aromatics. 

When the process of rectification is completed and the tax pre- 
scribed by this section has been paid, it shall be unlawful for the 
rectifier or other dealer to reduce in proof or increase in volume such 
spirits or wine by the addition of water or other substance; nothing 
herein contained shall, however, prevent a rectifier from using again 
in the process of rectification spirits already rectified and upon which 
the tax has theretofore been paid. 

The tax imposed by this section shall not attach to cordials or 
Uqueurs on which a tax is imposed and paid under the Act entitled 
*'An Act to increase the revenue, and for other purposes," approved 
September eighth^ nineteen himdred and sixteen, nor'to the mixing 
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and blending of wines, where such blending is for the sole purpose of 
perfecting such wines according to commercial standards, nor to 
Wends made exclusively of two or more pure straight whkkies aged 
in wood for a period not less than four years and without the addi- 
tion of coloring or flavoring matter or any other substance than pure 
water and if not reduced below ninety proof: Provided^ That such 
blended whiskies shall be exempt from tax under this section only 
when compounded imder the immediate supervision of a revenue 
officer, in such tanks and under such conditions and supervision as 
the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, may prescribe. 

All distilled spirits taxable under this section shall be subject to 
uniform regulations concerning the use thereof in the manufacture, 
blending, compounding, mixing, marking, branding, and sale of 
whisky and rectified spirits, and no discrimination whatsoever shall 
be made by reason of a difference in the character of the material 
from which same may have been produced. 

The business of a rectifier of spirits shall be carried on, and the 
tax on rectified spirits shall be paid, under such rules, regulations, 
and bonds as may be prescribed by the Commissioner oi Internal 
Revenue, with the approval of the Secretary of the Treasury. 

Any person violatmg any of the provisions of this section shall be 
deemed to be guilty of a misdemeanor and, upon conviction, shall be 
fined not more than $1,000 or imprisoned not more than two years. 
He shaU, in addition, be hable to double the tax evaded together 
with the tax, to be collected by assessment or on any bond given. 

Sec. 305. That hereafter collectors of internal revenue shall not 
furnish wholesale liquor dealer's stamps in lieu of and in exchange 
for stamps for rectined spirits unless tne package covered by stamp 
for rectined spirits is to be broken into smaller packages. 

The Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, is authorized to discontinue the use of the 
following stamps whenever in his judgment the interests of the Gov- 
ernment will be subserved thereby: 

Distillery warehouse, special bonded warehouse, special bonded re- 
warehouse, general bonded warehouse, general bonded retransfer, 
transfer brandy, export tobacco, export cigars, export oleomargarine 
and export fermented liquor stamps. 

Sec. 306. That the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Tl-easury, is hereby authorized to 
require at distilleries, breweries, rectifying houses, and wherever else 
in nis judgment such action may be deemed advisable, the installa- 
tion of meters, tanks, pipes, or any other apparatus for the purpose 
of protecting the revenue, and sucn meters, tanks, and pipes and all 
necessary labor incident thereto shall be at the expense of the person, 
corporation, partnership, or association on whose premises the installa- 
tion is required. Any such person, corporation, partnership, or asso- 
ciation refusing or neglectmg to install such apparatus when so 
required by the commissioner shall not be permitted to conduct busi- 
ness on such premises. 

Sec. 307. That on and after the passage of this Act there shall be 
levied and collected on all beer, lager beer, ale, porter, and other 
similar fermented liquor, contain'mg one-half per centum or more of 
alcohol, brewed or manufactured and sold, or stored in warehouse. 
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or removed for consumption or sale, within the United States, by 
whatever name such liquors may be called, in addition to the tax now 
imposed by law, a tax of $1.50 for every barrel containing not more 
than thirty-one gallons, and at a like rate for any other quantity or 
for the fractional parts of a barrel authorized and defined by law. 

Sec. 308. That from and after the passage of this Act taxable 
fermented liquors may be conveyed without payinent of tax from 
the breweiy premises where produced to a contiguous industrial 
distillery of either class established under the Act of October third, 
nineteen himdred and thirteen, to be used as distilUng material, and 
the residue from such distillation, containing less than one-half of 
one per centum of alcohol by volume, which is to be used in making 
beverages, may be manipulated by coohng, flavoring, carbonating, 
settUng, and filtering on the distillery premises or elsewhere. 

The removal of the taxable fermented liquor from the brewery 
to the distillery and the operation of the distillery and removal of 
the residue therefrom shall be under the supervision of such oflBicer 
or ofiicers as the Commissioner of Internal Revenue shall deem 
proper, and the Commissioner of Internal Revenue, with the ap- 
proval of the Secretary of the Treasury, is hereby authorized to 
naake such regulations from time to time as may be necessary to 
give force and effect to this section and to safeguard the revenue. 

Sec. 309. That upon all still wines, including vermuth, and upon 
all champagne and other sparkling wines, liqueurs, cordials, artificial 
or imitation wines or compounds sold as wine, produced in or im- 
ported into the United States, and hereafter removed from the 
custom-house, place of manufacture, or from bonded premises for 
sale or consumption, there shall be levied and collected, in addition 
to the tax now imposed by law upon such articles, a tax equal to 
such tax, to be levied, collected, and paid under the provisions of 
existing law. 

Sec. 310. That upon all articles specified in section three hundred 
and mne upon which the tax now imposed by law has been paid 
and which are on the day this Act is passed held in excess of twenty- 
five gallons in the aggregate of such articles and intended for sale, 
there shall be levied/ collected, and paid a tax equal to the tax 
imposed by such section. 

Sec. 311. That upon aU grape brandy or wine spirits withdrawn by 
a producer of wines from any fruit distillery or special bonded ware- 
house under subdivision (c) of section four hundred and two of the 
Act entitled ^^ An Act to increase the revenue, and for other purposes,'' 
approved September eighth, nineteen hundred and sixteen, there 
shall be levied, assessed, collected, and paid in addition to the tax 
therein imposed, a tax equal to double such tax, to be assessed, col- 
lected, and paid imder the provisions of existing law. 

Sec 312. That upon all sweet wines held for sale by the producer 
thereof upon the day this Act is passed there shall be levied, assessed, 
collected, and paid an additional tax equivalent to 10 cents per proof 
gallon upon the grape brandy or wine spirits used in the fortification 
of such wine, and an additional tax of 20 cents per proof gallon shall 
be levied, assessed, collected, and paid upon all grape brandy or 
wine spirits withdrawn by a producer of sweet wines for the purpose 
of fortifying such wines and not so used prior to the passage of this 
Act. 
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Sec. 313. That there shall be levied, assessed, collected, and paid — 

(a) Upon all prepared sirups or extracts (intended for use in the 
manufacture or production of beverages, commonly known as soft 
drinks, by soda fountains, bottling establishments, and other similar 
places) sold by the manufacturer, producer, or importer thereof, if 
so sold for not more than $1.30 per gallon, a tax of 5 cents per gallon; 
if so sold for more than $1.30 and not more than $2 per gallon, a tax 
of 8 cents per gallon; if so sold for more than $2 and not more than 
$3 per gallon, a tax of 10 cents per gallon; if so sold for more than $3 
ana not more than $4 per gallon, a tax of 15 cents per gallon; and if 
so sold for more than $4 per gallon, a tax of 20 cents per gallon ; and 

(b) Upon all unf ermented grape juice, soft drinks, or artificial min- 
eral waters (not carbonated), and fermented Uquors containing less 
than one-half per centum of alcohol, sold by the manufacturer, pro- 
ducer, or importer thereof, in bottles ot other closed containers, and 
upon all ginger ale, root beer, sarsaparilla, pop, and other carbonated 
waters or beverages, manufactxu'ea and sola by the manufacturer, 
producer, or importer of the carbonic acid gas used in carbonating 
the same, a tax of 1 cent per gallon; and 

(c) Upon all natural mmeral waters or table waters, sold bv the 
producer, bottler, or importer thereof, in bottles or other closed, con- 
tainers, at over 10 cents per gallon, a tax of 1 cent per gallon. 

Sec. 314. That each such manufacturer, producer, bottler, or im- 
porter shall make monthly returns under oath to the collector of in- 
ternal revenue for the district in which is located the principal place 
of business, containing such information necessary for the assessment 
of the tax, and at such times and in such manner, as the Commis- 
sioner of Internal Revenue, with the approval of the Secretary of the 
Treasury, may by regulation prescribe. 

Sec. 315. That upon all carbonic acid gas in drums or other con- 
tainers (intended for use in the manufacture or production of car- 
bonated water or other drinks) sold by the manufacturer, producer, 
or importer thereof, there shall be levied, assessed, collected, and paid 
a tax of 5 cents per pound. Such tax shall be paid by the purchaser 
to the vendor thereof and shall be collected, returned, and paid to 
the United States by such vendor in the same manner as provided 
in section five hundred and three. 

Title IV. — War Tax on Cigars, Tobacco, and Manufactures 

Thereof^ 

Sec. 400. That upon cigars and cigarettes, which shall be manu- 
factured and sold, or removed for consumption or sale, there shaU 
be levied and collected, in addition to the taxes now imposed by 
existing law, the following taxes, to be paid by the manufacturer or 
importer thereof: (a) on cigars of all descriptions made of tobacco, 
or any substitute therefor, and weighing not more than three pounds 
per thousand, 25 cents per thousand; (b) on cigars made of tobacco, 
or any substitute therefor, and weighing more tnan three pounds per 
thousand, if manufactured or imported to retail at 4 cents or more 
each, and not more than 7 cents each, $1 per thousand; (c) if manu- 
factured or imported to retail at more than 7 cents each and not 
more than 15 cents each, $3 per thousand; (d) if manufactured or 
imported to retail at more than 15 cents each and not more than 
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20 cents each, $5 per thousand; (e) if manufactured or imported to 
retail at more than 20 cents each^ $7 per thousand: Provided^ That . 
the word V retail" as used in this section shall mean the ordinary 
retail price of a single cigar, and that the Commissioner of Internal 
Revenue may, by regulation, require the manufacturer or importer 
to aflSx to each box or container a conspicuous label indicating by 
letter the clause of this section imder which the cigars therein con- 
tained have been tax-paid, which must correspond with the tax-paid 
stamp on said box or container; (f) on ciagarettes made of tobacco, 
or any substitute therefor, made in or imported into the United 
States, and weighing not more than three pounds per thousand, 80 
cents per thousand; weighing more than three pounds per thousand, 
$1.20 per thousand. 

Every manufacturer of cigarettes (including small cigars weighing 
not more than three pounds per thousand) shall put up all the cigar- 
ettes and such small cigars that he manufactures or has manufac- 
tured for him, and sells or removes for consumption or use, in packages 
or parcels containing five, eight, ten, twelve, fifteen, sixteen, twenty, 
twenty-four, forty, fifty, eighty, or one hundred cigarettes each, 
and shall securely afiix to each of said packages or parcels a suitable 
stamp denoting the tax thereon and snaJl properly cancel the same 
prior to such sale or removal for consumption or use under such 
regulations as the Conmiissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, shall prescribe; and all 
cigarettes imported from a foreign country shall be packed, stamped, 
and the stamps canceled in a like manner, in addition to the import 
stamp indicating inspection of the custom-house before they are 
withdrawn therefrom. 

Sec. 401. That upon all tobacco and snuff hereafter manufactured 
and sold, or removed for consumption or use, there shall be levied 
and collected, in addition to the tax now imposed by law upon such 
articles, a tax of 5 cents per pound, to be levied, collected, and paid 
imder the provisions of existing law. 

In addition to the packages provided for under existing law, 
manufactured tobacco and snuff may be put up and prepared by 
the manufacturer for sale or consumption, m pactages of the follow- 
ing description: Packages containing one-eighth, tm*ee-eighths, five- 
eighths, seven-eighths, one and one-eighth, one and three-eighths, 
one and five-eighths, one and seven-eighths, and five ounces. 

Sec. 402. That sections four hundred, four hundred and one, and 
four hundred and four, shall take effect thirty days after the pas- 
sage of this Act: Provided, That after the passage of this Act and 
before the expiration of tne aforesaid thirty days, cigarettes and 
manufactured tobacco and snuff may be put up in the packages now 
provided for by law or in the packages provided for in sections four 
nundred and four hundred ana one. 

Sec. 403. That there shall also be levied and collected, upon all 
manufactured tobacco and snuff in excess of one hundred pounds or 
upon cigars or cigarettes in excess of one thousand, which were 
manufactured or imported, and removed from factory or custom- 
house prior to the passage of this Act, bearing tax-paid stamps 
affixed to such articles for the payment of the taxes thereon, and 
which are, on the day after this Act is passed, held and intended for 
sale by any person, corporation, partnership, or association, and 
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upon all manufactured tobacco, snuflf, cigars, or cigarettes, removed 
from factory or customs house after the passage of this Act but 
prior to the time when the tax imposed by section four hundred or 
section four himdred and one upon such articles takes effect, an 
additional tax equal to one-half the tax imposed by such sections 
upon such articles. 

Sec. 404. That there shall be levied, assessed, and collected upon 
cigarette paper made up into packages, books, sets, or tubes, made 
up in or imported into tne United States and intended for use by the 
smoker in making cigarettes the following taxes: On each package, 
book, or set, confining more than twenty-five but not more than 
fifty papers, one-half of 1 cent; containing more than fifty but not 
more than one hundred papers, 1 cent ; containing more than one 
himdred papers, 1 cent for each one hundred papers or fractional 

{)art thereof; and upon tubes, 2 cents for each one hundred tubes or 
ractional part thereof. 

Title V. — War Tax on FAciLrriES Furnished by Public Utili- 
ties, AND Insurance. 

Sec. 500. That from and after the first day of November, nineteen 
hundred and seventeen, there shall be levied, assessed, collected, and 
paid (a) a tax eciuivalent to three per centum of the amount paid for 
the transportation by rail or water or by any form of mechanical 
motor power when in competition with carriers by rail or water of 
])roperty by freight consigned from one point in the United States 
to another; (b) a tax of 1 cent for each 20 cents, or fraction thereof, 
paid to any person, corporation, partnership, or association, engaged 
in the business of transporting parcels or packages by express over 
regular routes between fixed terminals, for the transportation of any 
package, parcel, or shipment by express from one point in the United 
States to another: Provided, That nothing herein contained shall be 
construed to require the carrier collecting such tax to list separately 
in any biU of lading, freight receipt, or other similar document, the 
amount of the tax herein levied, if the total amount of the freight and 
tax be therein stated; (c) a tax equivalent to eight per centum of the 
amount paid for the transportation of persons by rail or water, or 
by any form of mechanical motor power on a regular established line 
when in competition with carriers by rail or water, from one point 
in the United States to another or to any point in Canada or Mexico, 
where the ticket therefor is sold or issued in the United States, not 
including the amount paid for commutation or season tickets for 
trips less than thirty miles, or for transportation the fare for which 
does not exceed 35 cents, and a tax equivalent to ten per centum of 
the amount paid for seats, berths, and staterooms in parlor cars, 
sleeping cars, or on vessels. If a mileage book used for such trans- 
portation or accommodation has been purchased before this section 
takes effect, or if cash fare be paid, the tax imposed by this section 
shall be collected from the person presenting the mileage book,^or 
paying the cash fare, by the conductor or other agent, when presented 
for such transportation or accommodation, and the amount so col- 
lected shall be paid to the United States in such manner and at such 
times as the Commissioner of Internal Revenue, with the approval 
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of the Secretary of the Treasury, may prescribe; if a ticket (other 
than a mileage book) is bought and partially used before this section 
goes into effect it shall not be taxed, but ii bought but not so used 
before this section takes effect, it shall not be valid for passage until 
the tax has been paid and such payment evidenced on the ticket in 
such manner as the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may by regulation pre- 
scnbe; (d) a tax equivalent to five per centum of the amount paid 
for the transportation of oil by pipe line; (e) a tax of 5 cents upon 
each telegraph, telephone, or radio^ dispatch, message, or conversa- 
tion, which originates within the United States, and for the trans- 
mission of which a charge of 15 cents or more is imposed: Provided j 
That only one payment of such tax shall be required, notwithstand- 
ing the lines or stations of one or more persons, corporations, partner- 
ships, or associations shall be used for the transmission of such dis- 
patch, message, or conversation. 

Sec. 501. That the taxes imposed by section five hundred shall be 
paid by the person, corporation, partnership, or association paying 
lor the services or faciUties rendered. 

In case such carrier does not, because of its ownership of the com- 
modity transported, or for any other reason, receive the amount 
which as a carrier it would otherwise charge, such carrier shall pay a 
tax equivalent to the tax which would be imposed upon the trans- 
portation of such commodity if the carrier received payment for 
such transportation: Provided y That in case of a carrier which on 
May first, nineteen hundred and seventeen, had no rates or tariffs on 
file with the proper Federal or State authority, the tax shall be com- 
puted on the basis of the rates or tariffs oi other carriers for Uke 
services as ascertaii^ed and deteMnined by the Commissioner of 
Internal Revenue: Provided further , That nothing in this or the pre- 
ceding section shall be construed as imposing a tax (a) upoii the 
transportation of any commodity which is necessary for the use of 
the carrier in the conduct of its business as such and is intended to 
be so used or has been so used; or (b) upon the transportation of 
company material transported by one carrier, which constitutes a 
part of a railroad system, for another carrier •which is also a part of 
the same system. 

Sec. 502. That no tax shall be imposed under section five hundred 
upon any payment received for services rendered to the United 
States, or any State, Territory, or the District of Columbia. The 
right to exemption under this section shall be evidenced in such 
manner as the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, may by regulation prescribe. 

Sec. 503. That each person, corporation, partnership, or associa- 
tion receiving any payments referred to in section five hundred shall 
collect the amount of the tax, if any, imposed by such section from 
the person, corporation, partnership, or association making such 
payments, and shaU make monthly returns under oath, in duplicate, 
and pay the taxes so collected and the taxes imposed upon it under 
paragraph two of section five hundred and one to the collector of 
internal revenue of the district in which the principal office or place 
of business is located. Such returns shall contain such information, 
imd be made in such manner, as the Commissioner of Internal 
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Kevenue, with the approval of the Secretary of the Treasury, may 
by regulation prescribe. 

Sec. 504. That from and after the first day of November, nine- 
teen hiindred and seventeen, there shall be levied, assessed, collected, 
and paid the following taxes on the issuance of insurance pohcies: 

(a) Life insurance: A tax equivalent to 8 cents on each $100 or 
fractional part thereof of the amount for which any life is insured 
under any pohcy of insurance, or other instrument, by whatever 
name the same is called: Provided, That on all poUcies for life insur- 
ance only bj which a hfe is insured not in excess of $500, issued on 
the industrial or weeklv-payment plan of insurance, the tax shall 
be forty per centum of the amount of the first weekly premium: 
Providm further, That policies of reinsurance shall be exempt from 
the tax imposed by this subdivision; 

(b) Manne, inland, and fire insurance: A tax equivalent to 1 cent 
on each doDar or fractional part thereof of the premium charged 
under each policy of insurance or other instrument by whatever 
name the same is called whereby insurance is made or renewed upon 
property of any description (mcluding rents or profits), whether 
agamst peril by sea or inland waters, or by fire or lightning, or other 
peril: Provided, That pohcies of reinsurance shall be exempt from 
the tax imposed by this subdivision ; 

(c) Casualty insurance : A tax equivalent to 1 cent on each doUar 
or fractional part thereof of the premium charged under each policy 
of insurance or obligation of the nature of indemnity for loss, damage, 
or liability (except bonds taxable under subdivision two of schedule A 
of Title VIII) issued or executed or renewed bv any person, corpora- 
tion, partnership, or association, transacting tne business of employ- 
er's liability, workmen's compensation, accident, health, tornado, 
plate glass, steam boiler, elevator, burglary, automatic sprinkler, auto- 
mobile, or other branch of insurance (except life insurance, and in- 
surance described and taxed in the preceding subdivision) : Provided, 
That policies of reinsurance shall be exempt from the tax imposed by 
this subdivision; 

(d) Policies issued by any person, corporation, partnership, or 
association, whose income is exempt from taxation under Title I of 
the Act entitled ''An Act to increase the revenue, and for other pur- 
poses," approved September eighth, nineteen .hundred and sixteen, 
shall be exempt from the taxes imposed by this section. 

Sec. 505. That every person, corporation, partnership, or associa- 
tion, issuing policies of insurance upon the issuance of which a tax is 
imposed by section five hundred and four, shall, within the first 
fifteen days of each month, make a return under oath, in duplicate, 
and pay such tax to the collector of internal revenue of the district 
in wnich the principal office or place of business of such person, cor- 
poration, partnership, or association is located. Such returns shall 
contain 'such information and be made in such manner as the Com- 
missioner of Internal Revenue, with the approval of the Secretary of 
the Treasury, may by regulation prescribe. 

Title VI. — War Excise Taxes. 

Sec. 600. That there shall be levied, assessed, collected, and paid — 

(a) Upon aU automobiles, automobile trucks, automobile wagons, 

and motorcycles, sold by the manufacturer, producer, or importer, 
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a tax equivalent to three per centum of the price for which so sold; 
and 

(b) Upon all piano players, graphoj)hones, phonographs, talking 
machines, and records used in connection with any musical instru- 
ment, piano player, graphophone, phonograph, or talking machine, 
sold by the manufacturer, producer, or importer, a tax equivalent to 
three per centum of the price for which so sold; and 

(c) Upon all moving-picture films (which have not been exposed) 
sold by the manufacturer or importer a tax equivalent to one-fourth 
of 1 cent per linear foot; and 

(d) Upon all positive moving-picture films (containing a picture 
ready for projection) sold or leased by the manufacturer, producer, 
or importer, a tax equivalent to one-h«df of 1 cent per linear foot; and 

(e) Upon any article commonly or commercially known as jew- 
elry, whether real or imitation, sold by the manufacturer, producer, 
or importer thereof, a tax equivalent to three per centum of the price 
for which so sold; and 

(f) Upon all tennis rackets, golf clubs, baseball bats, lacrosse 
sticks, balls of all kinds, including baseballs, foot balls, tennis, 
golf, lacrosse, billiard and pool balls, fishing rods and reels, billiard 
and pool tables, chess and checker boards and pieces, dice, games 
and parts of games, except playing cards and children's toys and 
games, sold by the manufacturer, i)roducer, or importer, a tax equiv- 
alent to three per centum of the price for which so sold; and 

(g) Upon all perfumes, essences, extracts, toilet waters, cosmetics, 

Eetroleum jellies, hair oils, pomades, hair dressings, hair restoratives, 
air dyes, tooth and mouth washes, dentifrices, tooth pastes, aromatic 
cachous, toilet soaps and powders, or any similar suDstance, article, 
or preparation by whatsoever name known or distinguished, upon 
all of the above which are used or applied or intended to be used or 
applied for toilet purposes, and which are sold*by the manufacturer, 
importer, or prodiicer, a tax equivalent to two per centum of the 
price for whicn so sold; and 

(h) Upon all pills, tablets, powders, tinctures, troches or lozenges, 
sirups, medicinal cordials or bitters, anodynes, tonics, plasters, hni- 
ments, salves, ointments, pastes, drops, waters (except those taxed 
under section three hundred and thirteen of this Act), essences, spirits, 
oils, and all medicinal preparations, compounds, or compositions 
whatsoever, the manufacturer or producer of which claims to have 
any private formula, secret, or occult art for making or preparing 
the same, or has or claims to have any exclusive right or title to the 
making or preparing the same, or which are prepared, uttered, vended, 
or exposed for sale under any letters patent, or trade-mark, or which, 
if prepared by any formula, pubUshed or unpublished, are held out 
or recommended to the public by the makers, venders, or proprietors 
thereof as proprietary medicines or medicinal proprietary articles or 
preparations, or as remedies or specifics for any disease, diseases, or 
affection whatever affecting the numan or animal body, and which 
are sold by the manufacturer, producer, or importer, a tax equivalent 
to two per centum of the price for which so sold; and 

(i) upon aU chewing gum or substitute therefor sold by the manu- 
facturer, producer, or importer, a tax equivalent to two per centum 
of the price for which so sold; and 
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(j) Upon all cameras sold by the manufacturer, producer, or im- 
porter, a tax equivalent to three per centum of tne price for which 
so sold. 

Sec. 601. That each manufacturer, producer, or importer of any 
of the articles enmnerated in section six hundred shall make monthly 
returns under oath in duplicate and pay the taxes imposed on such 
articles by this title to the collector of internal revenue for the dis- 
trict in which is located the principal place of business. Such returns 
shaU contain such information and oe made at such times and in 
such manner as the Commissioner of Internal Revenue, with the. 
approval of the Secretary of the Treasury, may by regulations 
prescribe. 

Sec. 602. That upon aU articles enumerated in subdivisions (a), 
(b), (e), (f), (g), (h), (i), or (j) of section six hundred, which on the 
day this Act is passed are held and intended for sale by any person, 
corporation, partnership, or association, other than (1) a retailer who 
is not also a wholesaler, or (2) the manufacturer, producer, or importer 
thereof, there shall be levied, assessed, collected, and paid a tax 
equivalent to one-half the tax imposed by each such subdivision upon 
the sale of the articles therein eniunerated. This tax shall be paid 
by the person, corporation, partnership, or association so holding 
such articles. 

The taxes imposed by this section shall be assessed, collected, and 
paid in the same manner as provided in section ten himdred and two 
m the case of additional taxes upon articles upon which the tax 
imposed by existing law has been paid. 

Nothing in this section shall be construed to impose a tax upon 
articles sold and dehvered prior to May ninth, nineteen himdred and 
seventeen, where the title is reserved in the vendor as security for 
the payment of the purchase monev. 

Sec. 603. That on the day this Act takes effect, and thereafter on 
July first in each year, and also at the time of the original purchase 
of a new boat by a user, if on any other date than July firat, there 
shall be levied, assessed, collected, and paid upon the use of yachts, 
pleasure boats, power boats, and sailing boats, of over five net tons, 
and motor boats with fixed engines, not used exclusively for trade 
or national defense, or not built according to plans and specifications 
approved by the Navy Department, an excise tax to be based on 
each yacht or boat, at rates as follows: Yachts, pleasure boats, power 
boats, motor boats with fixed engines, and sailing boats, of over five 
net tons, length not over fifty feet, 50 cents for each foot, length over 
fifty feet and not over one himdred feet, $1 for each foot, length over 
one hundred feet, $2 for each foot; motor boats of not over five net 
tons with fixed engines, $5. 

In determining the length of such yachts, pleasure boajs, power 
boats, motor boats with fixed engines, and saiUng boats, the measure- 
ment of over-all length shall govern. 

In the case of a tax imposed at the time of the original purchase of 
a new boat on any other date than July first, the amoimt to be paid 
shall be the same number of twelfths of the amount of the tax as the 
number of calendar months, including the month of sale^ remaining 
prior to the following July first. 
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Title VII. — ^War Tax on Admissions and Dues. 

Sec. 700. That from and after the first day of November, nineteen 
hundred and seventeen, there shall be levied, assessed, collected, and 
paid (a) a tax of 1 cent for each 10 cents or fraction thereof of the 
amount paid for admission to any place, including admission by season 
ticket or subscription, to be paid by the person paying for such ad- 
mission: Provided, That the tax on admission oi children under 
twelve years of age where an admission charge for such children is 
made shall in every case be 1 cent; and (b) m the case of persons 
(except bona fide employees, municipal officers on official business, 
and cnildren under twelve years of age) admitted free to any place 
at a time when and under circumstances under which an admission 
charge is made to other persons of the same class, a tax of 1 cent for 
each 10 cents or fraction thereof of the price so charged to such 
other persons for the same or similar accommodations, to be paid by 
the person so admitted; and (c) a tax of 1 cent for each 10 cents or 
fraction thereof paid for admission to any public performance for 
profit at any cabaret or other similar entertainment to which the 
chaise for admission is wholly or in part included in the price paid 
for refreshment, service, or merchanaise; the amount paid for such 
admission to be computed tmder rules prescribed by the Commissioner 
of Internal Revenue, with the approval of the Secretary of the Treas- 
ury, such tax to be paid by the person paying for such refreshment, 
service, or merchandise. In the case of persons having the permanent 
use of boxes or seats in an opera house or any place of amusement or 
a lease for the use of such box or seat in such opera house or place of 
amusement there shall be levied, assessed, collected, and paid a tax 
equivalent to ten per centum of the amount for which a similar box 
or seat is sold for performance or exhibition at which the box or seat 
is used or reserved by or for the lessee or holder. These taxes shall 
not be imposed in the case of a place the maximum charge for ad- 
mission to which is 5 cents, or in the case of shows, rides, and other 
amusements, (the maximum charge for admission to which is 10 
cents) within outdoor general amusement parks, or in the case of 
admissions to such parks. 

No tax shall be levied under this title in respect to any admissions 
all the proceeds of which inure exclusively to the benefit of religious, 
educational, or charitable institutions, societies, or organizations, or 
admissions to agricultural fairs none of the profits of which are dis- 
tributed to stockholders or members of the association conducting 
the same. 

The term " admission '' as used in this title includes seats and tables, 
reserved or otherwise, and other similar accommodations, and the 
charges made therefor. 

Sec. 701. That from and after the first day of November, nineteen 
hundred and seventeen, there shall be levied, assessed, collected, and 
paid, a tax equivalent to ten per centum of any amoimt paid as dues 
or membership fees (including initiation fees), to any social, athletic, 
or sporting club or organization, where such dues or fees are in excess 
of $12 per year; sucn taxes to be paid by the person paying such 
dues or fees : Provided, That there shall be exempted from the provi- 
sions of this section all amoimts paid as dues or fees to a fraternal 
beneficiary society, order, ^r association, operating imder the lodge 
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system or for the exclusive benefit of the members of ^ fraternity 
itself operating imder the lodge system, and providing for the pay- 
ment 01 Ufe, sick, accident, or other benefits to the members of such 
society, order, or association or their dependents. 

Sec. 702. That every person, corporation, partnership, or associa- 
tion (a) receiving any pavments for such admission, dues, or fees, 
shall collect the amoimt of the tax imposed by section seven hundred 
or seven hundred and one from the person making such payments, 
or (b) admitting any person free to any place for admission to which 
a charge is made shall collect the amoimt of the tax imposed by sec- 
tion seven hundred from the person so admitted, and (c) m either case 
shall make returns and payments of the amount so collected, at the 
same time and in the same manner as provided in section five hun- 
dred and three of this Act. 

Title VIII.— War Stamp Taxes. 

Sec. 800. That on and after the first day of December, nineteen 
himdred and seventeen, there shall be levied, collected, and paid, foi 
and in respect of the several bonds, debentures, or certificates oi 
stock and of indebtedness, and other documents, instruments, mat- 
ters, and things mentioned and described in Schedule A of this title, 
or for or in respect of the vellum, parchment, or paper upon which 
such instruments, matters, or things, or any of them, are written or 
printed, by any person, corporation, partnership, or association who 
makes, signs, issues, sells, removes, consigns, or ships the same, or 
for whose use or benefit the same are made, signed, issued, sold, re- 
moved, consigned, or shipped, the several taxes specified in such 
schedule. 

Sec. 801. That there shall not be taxed under this title any bond, 
note, or other instrument, issued by the United States, or by any for- 
eign Government, or by any State, Territory or the District of Colum- 
bia, or local subdivision thereof, or municipal or other corporation 
exercising the taxing power, when issued in the exercise of a strictly 
governmental, taxing, or municipal function; or stocks and bonds 
issued by cooperative building and loan associations which are organ- 
ized and operated exclusively for the benefit of their members and 
make loans only to their shareholders, or by mutual ditch or irrigating 
companies. 

Sec. 802. That whoever— 

(a) Makes, signs, issues, or accepts, or causes to be made, signed, 
issued, or accepted, any instrument, document, or paper of any kind 
or description whatsoever without the full amount of tax thereon 
being duly paid; 

(b; Consigns or ships, or causes to be consigned or shipped, by 
parcel post any parcel, package, or article without the full amount of 
tax bemg duly paid; 

(c) Manufactures or imports and sells, or offers for sale, or causes 
to be manufactured or imported and sold, or offered for sale, any 
playing cards, package, or other article without the full amount of 
tax bemg duly paid; 

(d) Makes use of any adhesive stamp to denote any tax imposed by 
this title without canceling or obliterating such stamp as prescribed 
in section eight hundred and four; 
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Is guilty t)f a misdemeanor and upon conviction thereof shall pay 
a fine of not more than $100 for each offense. 
Sec. 803. That whoever— 

(a) Fraudulently cuts, tears, or removes from any vellum, parch- 
ment, paper, instrument, writing, package, or article, upon which any 
tax is unposed by this title, any adhesive stamp or the impression of 
any stamp, dio^ plate, or other article provided, made, or used in 
pursuance of this title; 

(b) Fraudulently uses, joins, fixes, or places to, with, or upon any 
vellum, parchment, paper, instnmient, writing, package, or article, 
upon which any tax is imposed by this title, (1) any adhesive stamp, 
or the impression of any stamp, die, plate, or other article, which has 
been cut, torn, or removed from any other vellum, parchment, paper, 
instrument, writing, package, or article, upon which any tax is im- 
posed by tnis title; or (2) any adhesive stamp or the impression of 
any stamp, die, plate, or other article of insufficient value; or (3) any 
forged or counterfeit stamp, or the impression of any forged or coun- 
terfeited stamp, die, plate, or other article, 

(c) Willfully removes, or alters the cancellation, or defacing marks 
of, or otherwise prepares, any adhesive stamp, with intent to use, or 
cause the same to be usecL after it has been already used, or knowingly 
or willfully buys, sells, oners for sale, or gives away, any such washed 
or restored stamp to any person for use, or knowingly uses the same; 

(d) Knowingly and without lawful excuse (the burden of proof of 
such excuse being on the accused) has in possession any washed, 
restored, or altered stamp, which has been removed from any vellum, 
parchment, paper, instrument, writing, package, or article, is guilty 
of a misdemeanor, and upon conviction shall oe punished by a fine 
of not more than $1,000, or by imprisonment for not more tnan five 
years, or both, in the discretion of the court, and any such reused, 
canceled, or counterfeit stamp and the veUum, parchment, document, 

Eaper, package, or article upon which it is placed or impressed shall 
e forfeited to the United States. 

Sec. 804. That whenever an adhesive stamp is used for denoting 
any tax imposed by this title, except as hereinafter provided, the 
person, corporation, partnership, or association, using or affixing the 
same shall write or stamp or cause to be written or stamped there- 
upon the initials of his or its name and the date upon which the same 
is attached or used, so that the same may not again be used: Pro- 
videdj That the Commissioner of Internal Revenue may prescribe 
such other method for the cancellation of such stamps as he may 
deem expedient. 

Sec. 805. (a) That the Commissioner of Internal Revenue shall 
cause to be prepared and distributed for the pavment of the taxes 
prescribed in this title suitable stamps denoting the tax on the docu- 
ment, articles, or thing to which the same may be afficxed, and shall 
prescribe such method for the affiLxing of said stamps in substitution 
for or in addition to the method provided in this title, as he may 
deem expedient. 

(b) The Commissionertof Internal Revenue, with the approval of 
the Secretary of the Treasury, is authorized to procure any of the 
stamps provided for in this title by contract whenever such stamps 
can not DC speedily prepared by the Bureau of Engraving and Print- 
ing; but this authority shall expire on the first day of January, 
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nineteen hundred and eighteen, except as to imprinted stamps 
furnished under contract, authorized by the Commissioner of Internal 
Revenue. 

(c) All internal-revenue laws relating to the assessment and col- 
lection of taxes are hereby extended to and made a part of this title, 
so far as apphcable, for the purpose of collecting stamp taxes omitted 
through mistake or fraud from any instnmaent, document, paper, 
writing, parcel, package, or article named herein. 

Sec. 806. That the Commissioner of Internal Revenue shall 
furnish to the Postmaster General without prepayment a suitable 
quantity of adhesive stamps to be distributed to and kept on sale 
by the various postmasters in the United States. The Postmaster 
General may require each such postmaster to give additional or 
increased bond as postmaster for the value of the stamps so furnished, 
and each such postmaster shall deposit the receipts from the sale of 
such stamps to the credit of and render accounts to the Postmaster 
General at such times and in such form as he may by regulations 
prescribe. The Postmaster General shall at least once monthly 
transfer all collections from this source to the Treasury as internal- 
revenue collections. 

Sec. 807. That the collectors of the several districts shall furnish 
without prepayment to any assistant treasurer or designated depos- 
itary of the United States located in their respective collection dis- 
tricts a suitable quantity of adhesive stamps for sale. In such cases 
the collector mav require a bond, with sufficient sureties, to an amount 
equal to the value of the adhesive stamps so furnished, conditioned 
for the faithful retm'n, whenever so required, of all quantities or 
amounts undisposed of, and for the payment monthly of all quan- 
tities or amounts sold or not remaining on hand. The Secretary of 
the Treasiu'y may from time to time make such regulations as he 
may find necessary to insure the safe-keeping or prevent the illegal 
use of all such adhesive stamps. 

SCHEDULE A. — STAMP TAXES. 

1. Bonds of indebtedness: Bonds, debentures, or certificates of 
indebtedness issued on and after the first day of December, nineteen 
hundred and seventeen, by any person, corporation, partnership, or 
association, on each $100 of face value or iraction thereof, 5 cents: 
Provided, That every renewal of the foregoing shall be taxed as a 
new issue: Provided further, That when a bond conditioned for the 
repayment or payment of money is given in a penal sum greater 
than the dehjt secured, the tax shall be based upon the amount 
secured. 

2. Bonds, indemnity and surety: Bonds for indemnifying any 
person, corporation, partnership, or corporation who shall have 
oecome bound or engaged as surety, and aU bonds for the due exe- 
cution or performance of any contract, obligation, or requirement, 
or the duties of any office or position, and to account lor money 
received by virtue thereof, and all other bonds of any description, 
except such as may be required in legal proceedings, not otherwise 
provided for in this schedule, 50 cents: Provided, That where a 
premium is charged for the execution of such bond the tax shall be 
paid at the rate of one per centum on each dollar or fractional part 
thereof of the premium charged: Provided further, That pohcies of 
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reinsurance shall be exempt from the tax imposed by this subdi- 
vision. 

3. Capital stock, issue: On each original issue, whether on organi- 
zation or reorganization, of certificates of stock by any association, 
company, or corporation, on each $100 of face value or fraction 
thereof, 6 cents: Provided, That where capital stock is issued without 
face value, the tax shall be 5 cents per share, xmless the actual value 
is in excess of $100 per share, in which case the tax shall be 5 cents 
on each $100 of actual value or fraction thereof. 

The stamps representing the tax imposed by this subdivision 
shall be attached to the stock books and not to the certificates 
issued. 

4. Capital stock, sales or transfers: On all sales, or agreements to 
sell, or memoranda of sales or deUveries of, or transfers of legal title 
to shares or certificates of stock in any association, company, or cor- 
poration, whether made upon or shown by the books oi the associa- 
tion, company, or corporation, or by any assignment in blank, or by 
any delivery, or by any paper or agreement or memorandum or 
other evidence of transfer or sale, whether entitling the holder in 
any manner to the benefit of such "stock or not, on each $100 of face 
value or fraction thereof, 2 cents, and where such shares of stock 
are without par value, the tax shall be 2 cents on the transfer or sale 
or agreement to sell on each share, imless the actual value thereof 
is in excess of $100 per share, in which case the tax shall be 2 cents 
on each $100 of actual value or fraction thereof; Provided, That it is 
not intended by this title to impose a tax upon an agreement evi- 
dencing a deposit of stock certificates as collateral security for 
money loaned thereon, which stock certificates are not actually sold, 
nor upon such stock certificates so deposited: Provide further. That 
the tax shall not be imposed upon dehveries or transfers to a broker 
for sale, nor upon dehveries or transfers by a broker to a customer 
for whom and upon whose order he has purchased same, but such 
dehveries or transfers shall be accompanied by a certificate setting 
forth the facts: Provided further, That in case of sale where the evi- 
dence of transfer is shown only by the books of the company the 
stamp shaU be placed upon such books; and where the cnange of 
ownership is by transfer of the certificate the stanp shall be placed 
upon the certificate; and in cases of an agreement to sell or where the 
transfer is by dehvery of the certificate assigned in blank there shall 
be made and dehvered by t^e seller to the buyer a bill or memoran- 
dum of such sale, to which the stamp shall be affixed ; and every bill 
or memorandum of sale or agreement to sell before mentioned shall 
show the date thereof, the name of the seller, the amount of the sale, 
and the matter or thing to which it refers. Any person or persons 
liable to pay the tax as herein provided, or anyone who acts in the 
matter as agent or broker for such person or persons who shall make 
any such sale, or who shall in pursuance of any such sale dehver 
any stock or evidence of the sale of any stock or bill or memorandum 
thereof, as herein required, without having the proper stamps afl^xed 
thereto with intent to evade the foregoing provisions shall be deemed 
guilty of a misdemeanor, and upon conviction thereof shall pay a fine 
of not exceeding $1,000, or be imprisoned not more than six months, 
or both, at the discretion of the court. 
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5. Produce, sales of, on exchange: Upon each sale, agreement of 
sale, or agreement to sell, including so-called transferred or scratch 
sales, any products or merchandise at any exchange, or board of 
trade, or other similar place, for future delivery, for each $100 in 
value of the merchandise covered by said sale or agreement of sale 
or agreement to sell, 2 cents, and for each additional $100 or fractional 
part thereof in excess of $100, 2 cents: Provided^ That on every sale 
or agreement of sale or agreement to sell as aforesaid there shall be 
made and delivered by the seller to the buyer a bill, memorandimi, 
agreement, or other evidence of such sale, agreement of sale, or agree- 
ment to sell, to which there shall be afl&xed a lawful stamp or stamps 
in value equal to the amount of the tax on such sale: Provided fur- 
iher, That seflefs of commodities described herein, having paid the 
tax provided by this subdivision, may transfer such contracts to a 
clearmg house corporation or association, and such transfer shall 
not be deemed to be a sale, or a^eement of sale, or an agreement to 
sell within the provisions of this Act, provided that such transfer 
shall not vest any beneficial interest in such clearing house associa- 
tion but shall be made for the sole purpose of enablme such clearing 
house association to adjust and balance the accoimts of the members 
of said clearing house association on their several contracts. And 
every such bill, memorandum, or other evidence of sale or agreement 
to sell shall show the date thereof, the name of the seller, the amount 
of the sale, and the matter or thing to which it refers; and any person 
or persons liable to pay the tax as herein provided, or anyone who 
acts in the matter as agent or broker for such person or persons, who 
shall make any such sale or aOTcement of sale, or agreement to sell, 
or who shall, in pursuance ofanv such sale, agreement of sale, or 
agreement to sell, deliver any such products or merchandise without 
a bill, memorandum, or other evid!ence thereof as herein required, 
or who shall deliver such bill, meflaorandum, or other evidence of 
sale, or agreement to sell, without having the proper stamps affixed 
thereto, with intent to evade the foregoing provisions, shall be 
deemed guilty of a misdemeanor, and upon conviction thereof shall 
pay a fine of not exceeding $1,000, or be imprisoned not more than 
six months, or both, at the discretion of the court. 

That no bill, memorandum, agreement, or other evidence of such 
sale, or agreement of sale, or a^eement to sell, in case of cash sales * 
of products or merchandise for immediate or prompt delivery which 
in good faith are actually intended to be delivered shall be subject to 
this tax. 

6. Drafts or checks payable otherwise than at sight or on demand, 
promissory notes; except bank notes issued for circulation, and for 
each renewal of the same, for a sum not exceeding $100, 2 cents; and 
for each additional $100 or fractional part thereof, 2 cents. 

7. Conveyance: Deed, instrument, or writing, whereby any lands, 
tenements, or other realty sold shall be granted, assigned, transferred, 
or otherwise conveyed to, or vested in, the purchaser or purchasers, 
or any other person or persons, by his, her, or their direction, when 
the consideration or value of the interest or property conveyed, 
exclusive of the value of any lien or encumbrance remaining thereon 
at the time of sale, exceeds $100 and does not exceed $500, 50 cents; 
and for each additional $500 or fractional part thereof 50 cents: 

76551 *"— VOL 1^—17 13 
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Pravidedy That nothing contained in this paragraph shall be so con- 
strued as to impose a tax'upon any instrument or writing given to 
secure a debt. 

8. Entry of any goods, wares, or merchandise at any custom-house, 
either for consumption or warehousing, not exceeding $100 in value, 
25 cents; exceeding $100 and not exceeding $500 in value, 50 cents; 
exceeding $500 in value, $1. 

9. Entry for the withdrawal of any goods or merchandise from 
customs bonded warehouse, 50 cents. 

10. Passage ticket, one way or round trip, for each passenger, sold 
or issued in the United States for nassage by any vessel to a jport or 
place not in the United States, (Janada, or Mexico, if costing not 
exceeding $30, $1; costing more than $30 and not exceeding $60, $3; 
costing more than $60, $5: Provided j That such passage tickets, cost- 
ing $10 or less, shall be exempt from taxation. 

11. Proxy for voting at any election for officers, or meeting for the 
transaction of business, of any incorporated company or association, 
except reUgious, educational, charitable, fraternal, or literary socities, 
or pubUc cemeteries, 10 cents. * 

12. Power of attorney granting authority to do or perform some 
act for or in behalf of the grantor, which authority is not otherwise 
vested in the grantee, 25 cents: Provided, That no stamps shall be 
required upon any papers necessary to be used for the collection of 
claims from the tJmted States or from any State for pensions, back 
pay, boimty, or for property lost in the military or naval service or 
upon powers of attorney required in bankruptcy cases. 

13. Playing cards: Upon every pack of playing cards containing 
not more than fifty-four cards, manufactured or imported, and sold, 
or removed for consumption or sale, after the passage of this Act, a 
tax of 5 cents per pack m addition to the tax imposed under existing 
law. 

14. Parcel-post packages: Upon every parcel or package trans- 
ported from one pomt in the United States to another by parcel post 
on which the postage amounts to 25 cents or more, a tax of 1 cent 
for each 25 cents or fractional part thereof charged for such trans- 
portation, to be paid by the consignor. 

No such parcel or package shaU be transported until a stamp or 
stamps representing tne tax due shall have been affixed thereto. 

Title IX.— War Estate Tax. 

Sec 900. That in addition tb the tax imposed by section two 
hundred and one of the Act entitled ''An Act to increase the revenue, 
and for other purposes,'' approved September eighth, nineteen 
himdred and sixteen, as amended — ' 

(a) A tax equal to the following percentages of its value is hereby 
imposed upon the transfer of each net estate of every decedent 
dymg after the passage of this Act, the transfer of which is taxable 
under such section (the value of such net estate to be determined as 
provided in Title II of such Act of September eighth, nineteen hundred 
and sixteen) : 

One-half of one per centum of the amount of such net estate not in 
excess of $50,000; 
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One per centum of the amount by which such net estate exceeds 
$50,000 and does not exceed $150,000; 

One and one-half per centum of the amoimt by which such net 
estate exceeds $150,000 and does not exceed $250,000; 

Two per centum of the amount by which such net estate exceeds 
$250,000 and does not exceed $450,000; 

Two and one-half per centimi of the amount by which such net 
estate exceeds $450,000 and does not exceed $1,000,000; 

Three per centum of the amount by which such net estate exceeds 
$1,000,000 and does not exceed $2,000,000; 

Three and one-half per centum of the amount by which such net 
estate exceeds $2,000,000 and does not exceed $3,000,000; 

Four per centum of the amount by which such net estate exceeds 
$3,000,000 and does not exceed $4,000,000; 

Four and one-half per centum of the amount by which such net 
estate exceeds $4,000,000 and does not exceed $5,000,000; 

Five per centimi of the amount by which such net estate exceeds 
$5,000,000 and does not exceed $8,000,000; 

Seven per centum of the amount by which such net estate exceeds 
$8,000,000 and does not exceed $10,000,000; and 

Ten per centum of the amount by which such net^ estate exceeds 
$10,000,000. 

Sec. 901. That the tax imposed by this title shall not apply to the 
transfer of the net estate of any decedent dying while serving in the 
military or naval forces of the United States, during the continuance 
of the war in which the United States is now engaged, or if death 
results from injuries received or disease contracted in such service, 
within one year after the termination of such war. For the purposes 
of this section the termination of the war shall be evidenced by the 
proclamation of the President. 

Title X. — ^Administrative Provisions, 

Seo. 1000. That there shall be levied, collected, and paid in the 
United States, upon articles coming into the United States frojn the 
West Indian Islands acquired from Denmark, a tax equal to the 
internal-revenue tax imposed in the United States upon like articles 
of domestic manufacture; such articles shipped from said islands to 
the United States shall be exempt from the payment of any tax im- 
posed by the internal-revenue laws of said islands: Provided, That 
there shall be levied, collected, and paid in said islands, upon articles 
imported from the United States, a tax equal to the internal-revenue 
tax imposed in said islands upon hke articles there manufactured* 
and such articles going into said islands from the United States shall 
be exempt from payment of any tax imposed by the internal-revenue 
laws of the United States. 

Sec. 1001. That all administrati^re, special, or stamp provisions of 
law, including the law relating to the assessment of taxes, so far as 
appUcable, are hereby extended to and made a part of this Act, and 
every person, corporation, partnership, or ass'ociation Uable to any 
tax imposed by this Act, or for the collection thereof, shall keep such 
records and render, imder oath, such statements and returns, and 
shall comply with such regulations as the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, may 
from time to time prescribe. 
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Seo. 1002. That where additional taxes are imposed by this Act 
upon articles or commoditieo, upon which the tax imposed by exist- 
ing law has been paid, the person, corporation, partnership, or asso- 
ciation required by this Act to pay the tax shall, within thirty days 
after its passage, make return imder oath in such form and imder 
such regulations as the Commissioner of Internal Eevenue with the 
approvS of the Secretary of the Treasury shall prescribe. Payment 
ot the tax shown to be due may be extended to a date not exceeding 
seven months from the passage of this Act, upon the fihng of a bona 
for payment in such form ana amount and with such sureties as the 
Commissioner of Internal Revenue, with the approval of the Secre- 
tary of the Treasiuy, may prescribe. 

Sec. 1003. That m all cases where the method of collecting the 
tax imposed by this Act is not specifically provided; the tax shall be 
collected in such manner as the Commissioner of Internal Revenue 
with the approval of the Secretary of the Treasury may prescribe. 
All administrative and penalty provisions of Title VIII of this Act, 
in so far as apphcable, snail apply to the collection of any tax which 
the Commissioner of Internal Revenue determines or prescribes shall 
be paid by stamp. 

Seo. 1004. That whoever fails to make any return rec[uired by this 
Act or the regulations made imder authority thereof within the time 
prescribed or who makes any false or fraudulent return, and whoever 
evades or attempts to evade any tax imposed by this Act or fails to 
collect or truly to account for and pay over any such tax, shall be 
subject to a penalty of not more than $1,000, or to imprisonment for 
not more than one year, or both, at the discretion of the court, and 
in addition thereto a penalty of double the tax evaded, or not col- 
lected, or accounted for and paid over, to be assessed and collected 
in the same maimer as taxes are assessed and collected, in any case 
in which the punishment is not otherwise specifically provided. 

Sec. 1005. That the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, is hereby authorized to 
make all needful rules and regulations for the enforcement of the pro- 
visioriSs of this Act. 

Sec. 1006. That where the rate of tax imposed by this Act, payable 
by stamps, is an increase over previously existing rates, stamps on 
hand in the collectors' offices and in the 6ureau of Internal Revenue 
may continue to be used until the supply on hand is exhausted, but 
shall be sold and accounted for at the rates provided by this Act, 
and assessment shall be made against manufacturers and other 
taxpayers having such stamps on nand on the day this Act takes 
eflPect for the diflference between the amount paid for such stamps and 
the tax due at the rates provided by this Act. 

Sec. 1007. That (a) if any person, corporation, partnership, or 
association has prior to May ninth, nineteen hundred and seventeen, 
made a bona fide contract with a dealer for the sale, after the tax 
takes effect, of any article (or, in the case of moving picture films, 
such a contract with a dealer, exchange, or exhibitor, for the sale or 
lease thereof) upon which a tax is imposed imder Title HI, IV, or VI, 
or under subdivision thirteen of Schedule A of Title VIII, or under 
this section, and (b) if such contract does not permit the adding of 
the whole of such tax to the amoxmt to be paid under such contract, 
then the vendee or lessee shall, in lieu of the vendor or lessor, pay so 
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much of such tax as is not so permitted to be added to the contract 
price. 

The taxes payable by the vendee or lessee under this section shall 
be paid to the vendor or lessor at the time the sale or lease is con- 
sununated, and collected, returned, and paid to the United States 
by such vendor or lessor in the same manner as provided in section 
five hundred and three. 

The term "dealer" as used in this section includes a vendee who 

Surchases any article with intent to use it in the manufacture or pro- 
uction of another article intended for sale. 

Sec. 1008. That in the payment of any tax under this Act not 
payable by stamp a fractional part of a cent shall be disregarded 
unless it amounts to one-half cent or more, in which case it shall be 
increased to one cent. 

Sec. 1009. That the Secretary of the Treasury, under rules and 
regulations prescribed by him, shall permit taxpayers liable to 
income and excess profits taxes to mate payments m advance in 
installments or in whole of an amount not in excess of the estimated 
taxes which will be due from them, and upon determination of the 
taxes actually due any amount paid in excess shall be refunded as 
taxes erroneously collected: Provided, That when payment is made 
in installments at least one-fourth of such estimated tax shall be 
paid before the expiration of thirty days after the close of the taxable 
year, at least an additional one-fourth within two months after the 
close of the taxable year, at least an additional one-fourth within 
four months, after the close of- the taxable year, and the remainder 
of the tax due on or before the time now fixed by law for such pay- 
ment: Provided further J That the Secretary of the Treasury, under 
rules and regulations prescribed by him, may allow credit against 
such taxes so paid in advance of an amount not exceeding three per 
centum per annum calculated upon the amount so paid from the 
date of such payment to the date now fixed by law for such pay- 
ment; but no such credit shall be allowed on payments in excess of 
taxes determined to be due, nor on payments made after the expira- 
tion of four and one-half months after the close of the taxable year. 
AH' penalties provided by existing law for failure to pay tax when 
due are hereby made appUcable to any failure to pay the tax at the 
time or times required in this section. 

Seo. 1010. That under rules and regulations prescribed by the 
Secretary of the Treasury, collectors of internal revenue may receive, 
at par and accrued interest, certificates of indebtedness issued under 
section six of the Act entitled *' An Act to authorize an issue of bonds 
to meet expenditures for the national security and defense, and, 
for the purpose of assisting in the prosecution of the war, to extend 
credit to foreign governments, and for other purposes," approved 
April twenty-fourth, nineteen hundred and seventeen, and any sub- 
sequent Act or Acts, and uncertified checks in payment of income 
and excess-profits taxes, during such time and imder such regula- 
tions as the Commissioner of totemal Revenue, with the approval 
of the Secretary of the Treasury, shall prescribe; but if a chect so re- 
ceived is not paid by the bank on which it is drawn the person by 
whom such check has been tendered shall remain Uable for the pay- 
ment of the tax and for all legal penalties and additions the same as 
if such check had not been tendered. 
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Title XI. — ^Postal Rates. 

Sbo. 1100. That the rate of postage on all mail matter of the first 
class, except postal cards, shall thirty days after the passage of this 
Act be, in adcution to the existing rate, 1 cent for each ounce or frac- 
tion thereof: Provided, That the rate of postage on drop letters of the 
first class shall be 2 cents an ounce or fraction thereof. Postal 
cards, and private maiUng or post cards when complying with the 
requirements of existing law, shall be transmitted through the mails 
at 1 cent each in addition to the existing rate. 

That letters written and mailed by soldiers, sailors, and marines 
assigned to duty in a foreign country engaged in the present war may 
be mailed free of postage, subject to such rules and regulations as 
may be prescribed by the Postmaster General. 

Seo. 1101. That on and after July first, nineteen hundred and 
eighteen, the rates of postage on pubhcations entered as second-class 
matter (including sample copies to the extent of ten per centum of 
the weight of copies mailed to subscribers during the calendar year) 
when sent by the publisher thereof from the post office of pubUca- 
tion or other post office, or when sent by a news agent to actual 
subscribers thereto, or to other news agents for the purpose of sale: 

(a) In the case oi the portion of such publication devoted to matter 
other than advertisements, shall be as follows: (1) On and after 
July first, nineteen hundred and eighteen, and until July first, nine- 
tewi hundred and nineteen, li cents per pound or fraction thereof; 
(2) on and after July first, nineteen hundred and nineteen, IJ cents 
per pound or fraction thereof. 

(b) In the case of the portion of such pubUcation devoted to adver- 
tisements the rates per pound or fraction thereof for deUvery within 
the several zones applicable to fourth-class matter shall be as follows 
(but where the space devoted to advertisements does not exceed 
five per centum of the total space, the rate of postage shall be the 
same as if the whole of such publication was devoted to matter other 
than advertisements): (1) Ota. and after July first, nineteen himdred 
and eighteen, and until Jjily first, nineteen hundred and nineteen, 
for the first and second zones, IJ cents; for the third zone, li ceats; 
for the fourth zone, 2 cents; for the fifth zone, 2i cents; for the sixth 
zone, 2 J cents; for the seventh zone, 3 cents; for the eighth zone, 
3i cents; (2) on and after July first, nineteen hundred and nineteen, 
and until July first, nineteen nundred and twenty, for the first and 
second zones, IJ cents; for the third zone, 2 cents; for the fourth 
zone, 3 cents; for the fifth zone 3i cents; for the sixth zone, 4 cents; 
for tne seventh zone, 5 cents; for the eighth zone, Si cents; (3) on 
and after July first, nineteen hundred and twenty, and until July 
first, nineteen nundred and twenty-one, for the first and second zones, 
IJ cents; for the third zone, 2i cents; for the fourth zone, 4 cents; 
for the fifth zone, 4i cents; for the sixth zone, 5i cents; for the 
seventh zone, 7 cents; for the eighth zone, 7i cents; (4) on and 
after July first, nineteen hundred and twenty-one, for the first and 
second zones, 2 cents; for the third zone, 3 cents; for the fourth 
zone, 5 cents; for the fifth zone, 6 cents; for the sixth zone,'* 7 
cents; for the seventh zone, 9 cents; for the eighth zone, 10 cents; 

(c) With the first mailing of each issue of each such publication, 
the publisher shall file with the postmaster a copy of ^ such issue, 
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together with a statemMit containing such information as the Post- 
master General may prescribe for determining the postage chargeable 
thereon. 

Sec. 1102. That the rate of postage on daily newspapers, when 
the same are deposited in a letter-carrier office for dehvery by its 
carriers, shall be the same as now provided bj law; and nothing in 
this title shall aSect existing law as to free cu^culation and existing 
rates on second-class mail matter within the county of pubhcation: 
Provided^ That the Postmaster General may hereafter require pub- 
lishers to separate or make up to zones in such a manner as he may 
direct all mail matter of the second class when offered for mailing. 

Sec. 1103. That in the case of newspapers and periodicals entitled 
to be entered as second-class matter and maintained by and in the 
interest of rehgious, educational, scientific, philanthropic, agricul- 
tural, labor, or fraternal organizations or associations, not organized 
for profit and none of the net income of which inures to the benefit 
of any private stockholder or individual, the second-class postage 
rates shall be, irrespective of the zone in which dehvered (except 
when the same are deposited in a letter carrier office for delivery by 
its carriers, in which case the rates shall be the same as now provided 
by law), IJ cents a pound or fraction thereof on and after July first, 
mneteen hundred and eighteen, and xmtil July first, nineteen hxmdred 
and nineteen, and on and after J[uly first, nineteen hundred and nine- 
teen, IJ cents a pound or fraction thereof. The publishers of such 
newspapers or periodicals before being entitled to the foregoing rates 
shall furnish to the Postmaster General, at such times and imder 
such conditions as he may prescribe, satisfactory evidence that none 
of the net income of such organization inures to the benefit of any 
private stockholder or individual. 

Sec. 1104. That where the total weight of any one edition or issue 
of any publication mailed to any one zone does not exceed one pound, 
the rate of postage shall be 1 cent. 

Sec. 1105. The zone rates provided by this title shall rel^ate to the 
entire bulk mailed to any one zone and not to individually addressed 
packages. 

Sec. 1106. That where a newspaper or periodical is mailed by 
other than the publisher or his agent or a news agent or dealer, the 
rate shall be the same as now provided by law. 

Sec. 1107. That the Postmaster General, on or before the tenth 
day of each month, shall pay into the general fund of the Treasury 
an amount equal to the difference between the estimated amount 
received during the preceding month for the transportation of first 
class matter through the mails and the estimated amount which 
would have been received imder the provisions of the law in force 
at the time of the passage of this Act. 

Sec. 1108. That the salaries of postmasters at offices of the first, 
second, and third classes shall not be increased after July first, 
nineteen hundred and seventeen, during the existence of the present 
war. The compensation of postmasters at offices of the fourth class 
shall continue to be computed on the basis of the present rates of 
postage. 

Sec. 1109. That where postmasters at offices of the third class 
have been since ^Sjslj first, nineteen himdred and seventeen, or here- 
after are granted leave without pay for miUtary purposes, the Post- 
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master General maj allow, in addition to the maximum amonnts 
which may now be allowed such oflBlces for clerk hire, in accordance 
with law, an amoxmt not to exceed fifty per centum of the salary of 
the postmaster. 

Sec. 1110. That section fire of the Act approved March third, 
nineteen hundred and seventeen, entitled *'An Act making appropri- 
ations for the Post Office Department for the year ending June thir- 
tietib, nineteen hundred and eighteen," shall not be construed to apply 
to ethyl alcohol for governmental, scientific, medicinal, mechamcal, 
manufacturing, and industrial purposes, and theTostmaster General 
shall prescribe suitable rules and regulations to carry into effect this 
section in connection with the Act of which it is amendatory, nor 
shall said section be held to prohibit the use of the mails by regularly 
ordained ministers of rehgion, or by officers of regularly estaoHshed 
churches, for ordering wines for sacramental uses, or oy manufac- 
turers and dealers for quoting and billing such wines for such pur- 
poses only. 

TriLB XTT. — ^Inoohe Tax Amendments. 

Sec. 1200, That subdivision (a) of section two of such Act of Sep- 
tember eighth; nineteen hmxdred and sixteen, is hereby amended to 
read as foUows: 

'^ (a) That, subject only to such exemptions and deductions as are 
hereinafter allowed, the net income of a taxable person shall include 
gains, profits, and income, derived from salaries, wages, or compensa- 
tion for personal service of whatever kind and in whatever form paid, 
or from professions, vocations, businesses, trade, commerce, •or sales, 
or dealings in property, whether real or personal, growing out of the 
ownership or use of or interest in real or personal property, also from 
interest, rent, dividends, securities, or tne transaction of any busi- 
ness carried on for gain or profit, or gains or profits and income de- 
rived from any som'ce whatever.'' 

Section four of such Act of September eighth, nineteen hundred 
mnd sixteen, is herebj^ amended to read as follows: 

"Sec, 4. The following income shall be exempt from the provisions 
of this title: 

''The proceeds of life insiu-ance poHcies paid to individual bene- 
ficiaries upon the death of the insured; the amount received by the 
insured, as a retiun of premium or premiums paid by him xmder life 
insurance, endowment, or annuity contracts, either during the term 
or at the maturity of the term mentioned in the contract or upon 
surrender of the contract; the value of property acquired by gift, 
bequest, devise, or descent (but the income from su6h property shall 
be mcluded as income) ; interest upon the obligations of a State or 
any pohtical subdivision thereof or upon the obligations of the 
United States (but, in the case of obligations of the United' States 
issued after September fiarst, nineteen hundred and seventeen, only 
if and to the extent provided in the Act authorizing the issue thereof) 
or its possessions or securities issued under the provisions of tixe 
Federal Farm Loan Act of July seventeenth, nineteen hundred and 
sixteen; the compensation of the present President of the United 
States during the term for which he has been elected and the judges 
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of the supreme and inferior courts of the United States now in oflEice, 
and the compensation of all oflBicers and employees of a State, or any 
poUtical subdivision thereof, except when such compensation is paid 
Dy the United States Government." 

Sec. 1201. (1) That paragraphs second and third of subdivision 
(a) of section five of sucn Act oi September eighth, nineteen hundred 
and sixteen, are hereby amended to read as follows: 

'^ Second. All interest paid within the year on his indebtedness 
except on indebtedness incurred for the purchase of obligations or 
securities the interest upon which is exempt from taxation as income 
under this title; 

"Third. Taxes paid within the year imposed by the authority of 
the United States (except income and excess profits taxes) or oi its 
Territories, or possessions, or any foreign coimtry, or by the authwity 
of any State, county, school district, or municipality, or other taxing 
subdivision of any State, not including those assessed against loccd 
benefits;" 

(2) That section five of such Act of September eighth, nineteen 
himdred and sixteen, is hereby amended by adding at the end of sub- 
division (a) a further paragraph, nimibered nine, to read as foUows: 

"Ninth. Contributions or gifts actually made within the year to 
corporations or associations organized and operated exclusively for 
religious, charitable, scientific, or educational purposes, or to societies 
for the prevention of cruelty to children or animals, no part of the 
net income of which inures to the benefit of any private stockholder 
or individual, to an amount not in excess of fifteen per centum of the 
taxpayer's taxable net income as computed without the benefit of 
this paragraph. Such contributions or gifts shall be allowable as 
deductions only if verified under rules and regulations prescribed by 
the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury." 

Sec. 1202. That (1) paragraphs second and third of subdivision (a) 
of section six of such Act of September eighth, nineteen himdred and 
sixteen, are hereby amended to read as follows: 

"Second. The proportion of all interest paid within the year by 
such person on his indebtedness (except on indebtedness incurred for 
the purchase of obUgations or securities the interest upon which is 
exempt from taxation as income under this title) which the gross 
amount of his iacome for the year derived from sources within the 
United States bears to the gross amoimt of his income for the year 
derived from all sources witnin and without the United States, but 
this deduction shall be allowed only if such person includes in the 
return required by section eight all the information necessary for its 
calculation; 

"Third. Taxes paid within the year imposed by the authority of 
the United States (except income and excess profits taxes), or oi its 
Territories, or possessions, or by the authority of any State, county, 
school district, or municipality, or other taxing subdivision of any 
State, paid within the United States, not including those assessed 
against local benefits;" 

(2) Section six of such Act of September eighth, nineteen hundred 
and sixteen, is also further amended by adding a new subdivision 
to read as follows: 
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** (c) A nonresident alien individual shall receive the benefit of the 
deductions and credits provided for in this section only by filing or 
causing to be filed with the collector of internal revenue a true and 
accurate return of his total income, received from all sources, corpo- 
rate or otherwise, in the United States, in the manner prescribed by 
this title; and in case of his failure to file such retinal the collector 
shall collect the tax on such income, and all property belonging to 
such nonresident alien individual shall be hable to distramt for 
the tax." 

Sec. 1203. (1) That Section seven of such Act of September eighth, 
nineteen hundred and sixteen, is hereby amended to read as follows: 

'*Sec. 7. That for the purpose of the normal tax only, there shall be 
allowed as an exemption m the nature of a deduction from the amount 
of the net income of each citizen or resident of the United States, 
ascertained as provided herein, the sum of $3,000, plus $1,000 addi- 
tional if the person making the return be a head of a family or a 
married man with a wife living .with him, or plus the sum of $1,000 
additional if the person making the return be a married woman with 
a husband living with her; but in no event shall this additional 
exemption of $1,000 be deducted by both a husband and a wife: 
Provided, That only one deduction of $4,000 shall be made from the 
aggregate income of both husband and wife when living together: 
Provided further J That if the person making the return is the head of a 
family there shall be an additional exemption of $200 for each child 
dependent upon such person, if under eighteen years of age, or if 
incapable of self-support because mentally or physically defective, 
but this provision shall operate only in the case of one parent in the 
same family: Provided further, That guardians or trustees shall be 
allowed to make this personal exemption as to income derived from 
the property of which such guardian or trustee has charge in favor of 
each ward or cestui que trhst': Provided further, That in no event 
shall a ward or cestui gue trust be allowed a greater personal exemp- 
tion than as provided in this section, from the amount of net income 
received from all sources. There shall also be allowed an exemption 
from the amount of the net income of estates of deceased citizens 
or residents of the United States during the period of administration 
or settlement, and of trust or other estates of citizens or residents 
of the United States the income of which is not distributed annually 
or regularly under the provisions of subdivision (b) of section two, 
the sum of $3,000, including such deductions as are allowed under 
section five." 

(2) Subdivision (b) of section seven of such Act of September 
eighth, nineteen himdred and sixteen, is hereby repealed. 

Sec. 1204. (1) That subdivisions (c) and (e) of section eight of 
such Act of September eighth, nineteen hundred and sixteen, are 
hereby amended to read as follows: 

"(c) Guardians, trustees, executors, administrators, receivers, con- 
servators, and all persons, corporations, or associations, acting in any 
fiduciary capacity, shall make and render a return of the income of 
the person, trust, or estate for whom or which they act, and be sub- 
ject to all the provisions of this title which apply to individuals. 
Such fiduciary shall make oath that he has sufficient knowledge of 
the affairs of such person, trust, or estate to enable him to make such 
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return and that the same is, to the best of his knowledge and betief , 
true and correct, and be subject to all the provisions of this title 
which apply to individuals: Provided , That a return made bv one of 
two or more joint fiduciaries filed in the district where such fiduciary 
resides, under such regulations as the Secretary of the Treagury may 
prescribe, shall be a sufficient compliance with the requirements of 
this paragraph: Provided furffieTf^Theit no return of income not ex- 
ceeding $3,000 shall be required except as in this title otherwise 
provided. 

" (e) Persons carrying on business in partnership shall be liable, for 
income tax only in their individual capacity, and the share of the 
profits of the partnership to which any taxable partner would be 
entitled if the same were divided, whether divided or otherwise, shall 
be returned for taxation and the tax paid under the provisions of 
this title: Provided, That from the net distributive interests on which 
the individual members shall be hable for tax, normal and additional, 
there shall be excluded their prop5rtionate shares received from 
interests on the obhgations of a State or any poUtical or taxing sub- 
division thereof, and upon the obhgations of the United States (if and 
to the extent that it is provided in the Act authorizing the issue of such 
obligations of the United States that they are exempt from taxation), 
and its possessions, and that for the purpose of computing the normal 
tax l^ere shall be allowed a credit, as provided by section five, sub- 
division (b), for their proportionate share of the profits derived from 
dividends. Such partnership, when requested by the Commissioner 
of Internal Revenue or any district collector, shall render a correct 
return of the earnings, profits, and income of the partnership, except 
income exempt under section four of this Act, setting forth the item 
of the gross income and the deductions and credits allowed by this 
title, and the names and addresses of the individuals who would bo 
entitled to the net earnings, profits, and income, if distributed. A 
partnership shall have the same privilege of fixing and making returns 
upon the basis of its own fiscal year as is accorded to corporations 
under this title. If a fiscal year ends during nineteen hundred and 
sixteen or a subsequent calendar year for which there is a rate of tax 
different from the rate for the preceding calendar year, then (1) the 
rate for such preceding calendar year shall apply to an amount of 
each partner's share of such partnership profits equal to the proportion 
which the part of such fiscal year failing within such calendar year 
bears to the full fiscal year, and (2) the rate for the calendar year 
during which such fiscal year ends shall apply to the remainder. 

(2) Subdivision (d) of section eight of such Act of September 
eighth, mneteen hundred and sixteen, is hereby repealed. 

Seo. 1205. (1) That subdivisions (b), (c), (f), and (g) of section 
nine of such Act of September eighth, nineteen hundred and sixteen, 
are hereby amended to read as follows: 

"(b) -Ml persons, corporations, partnerships, associations, and 
insurance companies, in whatever capacity acting, including lessees 
or mortgagors of real or personal property, trustees acting in any 
trust capacity, executors, administrators, receivers, conservators, 
employers, and all officers and employees of the United States, having 
the control, receipt, custody, disposal, or payment of interest, rent, 
salaries, wages, premiums, annmties, compensation, remuneration, 
emoluments, or other fixed or determinable annual or periodical 
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gains, profits, and income of any nonresident alien individual, other 
than income derived from dividends on capital stock, or from the net 
earnings of a corporation, joint-stock company or associartion, or 
insurance company, which is taxable upon its net income as provided 
in this title, are hereby authorized and required to deduct and with- 
hold from such annual or periodical gains, profits, and income such 
sum as will be sufficient to pay the normal tax imposed thereon by 
this title, and shajl make return thereof on or before March first of 
each year and, on or before the time fixed by law for the payment of 
the tax, shall pay the amoxmt withheld to the officer of the United 
States Government authorized to receive the same; and they are 
each hereby made personaQy liable for such tax, and they are each 
hereby indenmified against every person, corporation, partnership, 
association, or insurance company, or demand whatsoever for all 
pavments which they shall make in pursuance and by virtue of this 
title. 

"(c) The amount of the normal tax hereinbefore imposed shall 
also be deducted and withheld from fixed or determinable annual or 

Eeriodical gains, profits and income derived from interest upon 
onds and mortgages, or deeds of trust or other similar obUgations 
of corporations, joint-stock companies, associations, and ilisurance 
companies, (if such bonds, mortgages, or other obligations contain a 
contract or provision by which the obHgor agrees to pay any portion 
of the tax imposed by this title upon the obfigee or to reimburse the 
obligee for any portion of the tax or to pay the interest without 
deduction for any tax which the obHgor mav be required or permitted 
to pay thereon or to retain therefrom under any law of the United 
States) whether payable aunually or at shorter or longer periods and 
whether such interest is payable to a non-resident dien individual 
or to an individual citizen or resident of the United States, subject 
to the provisions of the foregoing subdivision (b) of this section, 
requirii]^ the tax to be withheld at the source and deducted from 
annual income and returned and paid to the Govermnent, unless the 
person entitled to receive such interest shall file with the withholding 
i^ent, on or before February first, a signed notice in writing claiming 
the benefit of an exemption imder section seven of this Title. 

*' (f) All persons, corporations, partnerships, or associations, under- 
taking as a matter of business or for profit the collection of foreign 
payments of interest or dividends by means of coupons, checks, or 
bills of exchange shall -obtain a license from the Commissioner of 
Internal Revenue, and shall be subject to such regulations enabling 
the Government to obtain the information required under this title, 
as the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, shall prescribe; and whoever knowingly 
undertakes to collect such payments as aforesaid without having 
obtained a license therefor, or without compljdng with such r^ida- 
tions, shall be deemed guilty of a misdemeanor and for each onense 
be fined in a sum not exceeding $5,000, or imprisoned for a term not 
exceeding one year, or both, in the discretion of the court. 

" (g) The tax herein imposed upon gains, profits, and incomes not 
falling imder the foregoing and not returned and paid by virtue of 
the foregoing or as omerwise provided by law sh^ be assessed by 
personal return under rules and regulations to be prescribed by the 
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Commissioner of Internal Revenue and approved by the Secretary 
of the Treasury. The intent and purpose of this title is that all 
gains, profitS; and income of a taxable class, as defined by this title, 
shaU be charged and assessed with the corresponding tax, normal 
and additional, prescribed by this title, and said tax shall be paid 
by the owner of such income, or the proper representative having 
the receipt, custody, control, or disposal of the same. For the pur- 
pose of tnis title ownership or Habihty shall be determined as of the 
year for which a return is required to be rendered. 

'^The provisions of this section, except subdivision (c), relating to 
the deduction and payment of the tax at the source of income shall 
only apply to the normal tax hereinbefore imposed upon nonresident 
ahen individuals.'' 

(2) Subdivisions (d) and (e) of section nine of such Act of Sep- 
tember eighth, nineteen himdred and sixteen, are hereby repealed. - 

Sec. 1206. (1) That the first paragraph of section ten of such Act 
of September eighth, nineteen himdrea and sixteen, is hereby amended 
to read as follows: 

'^Sbo. 10. (a) That there shall be levied, assessed, collected, and 
paid annually upon the total net income received in the preceding 
calendar year from all sources by every corporation, joint-stock 
company or association, or insurance company, organized in the 
United States, no matter how created or organized, but not includ- 
ing partnerships, a tax of two per centum upon such income; and 
a like tax shall be levied, assessed, collected, and paid annually 
upon the total net income received in the preceding calendar year 
from all sources within the United States by every corporation, 
joint-stock company or association, or insurance company, organized, 
authorized, or existing xmder the laws of any foreign country, includ- 
ing interest on bonds, notesj or other interest-bearing obligations of 
residents, corporate or otherwise, and including the mcome derived 
from dividends on capital stock or from net earnings of resident 
corporations, joint-stock companies or associations, or insurance 
companies, whose net income is taxable under this title." 

(2) Section ten of such Act of September eighth, nineteen hundred 
and sixteen, is hereby further amended by adding a new subdivision 
as follows: 

*^ (b) In addition to the income tax imposed by subdivision (a) of 
this section there shall be levied, assessed, collected, and paid an- 
nually an additional tax of ten per centimi upon the amount, reniain- 
ing imdistributed six months aiter the end of each calendar or fiscal 
year, of the total net income of every corporation, joint-stock com- 
pany or association, or insurance company, received during the year, 
as determined for the purposes of the tax imposed by sucn subdivi- 
sion (a), but not including the amount of any income taxes paid by 
it within the year imposed by the authority of the United States. 

^^The tax imposed by this subdivision shall not apply to that por- 
tion of such undistributed net income which is actually invested and 
employed in the business or is retained for employment in the reason- 
able requirements of the business or is invested m obUgations of the 
United States issued after September first, nineteen nundred and 
seventeen: Provided, That if the Secretary of the Treasury ascertains 
and finds that any portion of such amount so retained at any time 
for employment in the business is not so employed or is not reason- 
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ably required in the business a tax of fifteen per centum shall be 
levied, assessed, collected, and paid theM)n. 

" The foregoing tax rates shall apply to the undistributed net income 
received by every taxable corporation, joint-stock company or asso- 
ciation, or insurance company in the calendar year nineteen hundred 
and seventeen and in eacn year thereafter, except that if it has fixed 
its own fiscal year under the provisions of existmg law, the foregoing 
rates shall apply to the proportion of the taxable undistributed net 
income returned for the nscal year ending prior to December thirty- 
first, nineteen hundred and seventeen, which the period between 
January first, nineteen hundred and seventeen, and the end of such 
fiscal year bears to the whole of such fiscal year." 

Sec. 1207. (1) That paragraphs third and fourth of subdivision (a) 
of section twelve of sucn Act of September eighth, nineteen hundred 
and sixteen, are hereby amended to read as follows: [ 

''Third. The amount of interest paid within the year on its' indebt- 
edness (except on indebtedness incurred for the purchase of obliga- 
tions or securities the interest upon which is exempt from taxation 
as income under this title) to an amount of such inaebtedness not in 
excess of the sum of (a) the entire amount of the paid-up capital 
stock outstanding at the close of the year, or, if no capital stock, the 
entire amount of capital employed in the business at the close of the 
year, and (b) one-half of its interest-bearing indebtedness then out- 
standing: Provided, That for the purpose of this title preferred capi- 
tal stock shall not be considered interest-bearing indebtedness, and 
interest or dividends paid upon this stock shall not be deductible from 
gross income: Provided further, That in cases wherein shares of capital 
stock are issued without par or nominal value, the amount of paid-up 
capital stock, within the meaning of this section, as represented by 
such shares, will be the amount of caslr, or its equivalent, paid or 
transferred to the corporation as a consideration for such shares: 
Provided further J That m the case of indebtedness wholly secured by 
property collateral, tangible or intangible, the subject of sale or hy- 
pothecation in the ordinary business of such corporation, joint-stock 
companv or association as a dealer only in the property constituting 
such collateral, or in loaning the fimds thereby procured, the total 
interest paid by such corporation, company, or association within the 
year on any such indebtedness may be deducted as a part of its 
expenses of doing business, but interest on such indebtedness shall only 
be deductible on an amount of such indebtedness not in excess of the 
actual value of such property collateral: Provided further , That in 
the case of bonds or other indebtedness, which have been issued with 
a guaranty that the interest payable thereon shall be free from taxa- 
tion, no deduction for the payment of the tax herein imposed, or any 
other tax paid pursuant to such guaranty, shall be allowed; and in 
the case of a bank, banking association, loan or trust company^ inter- 
est paid within the year on deposits or on moneys received for mvest- 
ment and secured by interest-bearing certificates of indebtedness 
issued by such bank, banking association, loan or trust company 
shall be deducted ; 

'* Fourth. Taxes paid within the year imposed by the authority 
of the United States (except income and excess profits taxes), or of 
its Territories, or possessions, or any foreign country, or by the 
authority of any State, county, school distnct, or municipality, or 
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other taxing subdivision of any State, not including those assessed 
against loc«3 benefits.'' 

(2) Paragraphs third and fourth of subdivision (b) of section 
twelve of such Act of September eighth, nineteen hundred and six- 
teen, are hereby amended to read as follows: 

'^Third. The amount of interest paid within the year on its indebt- 
edness (except on indebtedness incurred for the purchase of obUga- 
tions or securities the interest upon which is exempt from taxation 
as income under this title) to an amount of such indebtedness not in 
excess of the proportion of the sum of (a) the entire amount of the 
paid-up capital stock outstanding at the close of the year, or, if no 
capital stock, the entire amount of the capital employed in the busi- 
ness at the close of the year, and (b) one-half of its mterest-bearing 
indebtedness then outstanding, which the gross amount of its income 
for the year from business transacted and capital invested within 
the United States bears to the gross amount of its income derived 
from all sources within and without the United States: Provided j 
That in the case of bonds or other indebtedness which have been 
issued with a ^aranty that the interest payable thereon shall be 
free from taxation, no deduction for the payment of the tax herein 
imposed or any other tax paid pursuant to such guaranty shall be 
allowed; and in case of a baiik, banking association, loan or trust 
company, or branch thereof, interest paid within the year on deposits 
by or on moneys received for investment from either citizens or 
residents of the United States and secured by interest-bearing certifi- 
cates of indebtedness issued by such bank, banking association, loan 
or trust company, or branch thereof ; 

''Fourth. Taxes paid within the year imposed by the authority of 
the United States (except income and excess profits taxes), or of its 
Territories, or possessions, or by the authority of any State, county, 
school district, or municipality, or other taxing subdivision of any 
State, paid within the United States, not including those assessed 
against local benefits." 

Sec. 1208. That subdivision (e) of section thirteen of such Act of 
September eighth, nineteen hundred and sixteen, is hereby amended 
to read as follows: 

" (e) All the provisions of this titl^ relating to the tax authorized 
and required to be deducted and withheld and paid to the officer of 
the Umted States Government authorized to receive the same from 
the income of nonresident ahen individuals from sources within the 
United States shall be made apfjUcable to the tax imposed by sub- 
division (a) of section ten upon incomes derived from interest upon 
bonds and mortgages or deeds of trust or similar obUgations of 
domestic or other resident corporations,* joint-stock companies or 
associations, and insurance companies by nonresident ahen firms, 
copartnerships, companies, corporations, joint-stock companies or 
associations, and insurance companies, not engaged in business or 
trade within the United States and not having any office or place of 
business therein." 

Sec. 1209. That section eighteen of such Act of September eighth, 
nineteen hundred and sixteen, is hereby amended to read as follows: 

''Sec. 18. That any person, corporation, partnership, association, or 
insurance company, hable to pay the tax, to make a return or to 
supply information required under this title, who refuses or neglects 
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to pay such tax, to make such return or to supply such information 
at the time or times herein specified in each j^ear, shall be liable, 
except as otherwise specially provided in this title, to a penalty of 
not less than $20 nor more than $1,000. Any individual or any 
ojfficer of any corporation, partnership, association, or insurance com- 
pany, required by law to make, render, sign, or verify any return or 
to supply any information, who makes any false or fraudulent return 
or statement with intent to defeat or evade the assessment required 
by this title to be made, shall be guilty of a misdemeanor, and shall 
be fined not exceeding $2,000 or be imprisoned not exceeding one 
year, or both, in the discretion of the court, with the costs of prose- 
cution: Provided, That where any tax heretofore due and payable has 
been duly paid by the taxpayer, it shall not be re-collected from any 
withholding agent required to retain it at its source, nor shall any 
penalt}r be imposed or collected in such cases from the taxpaver, or 
such withholding agent whose duty it was to retain it, for failure to 
return or pay the same, unless such failure was fraudulent and for the 
purpose oi evading parent/' 

Sec. 1210. That section twenty-six of such Act of September eighth, 
nineteen hundred and sixteen, as amended by the Act entitled ''An 
Act to provide increased revenue to defray the expenses of the in- 
creased appropriations for the Army and Navy and the extensions of 
fortifications, and for other purposes,'' approved March third, nine- 
teen hundred and seventeen, is nereby amended to read as follows: 

'*Seo. 26. Every corporation, joint-stock company or association, 
or insurance cumpany subject to the tax herein imposed, when 
required by the Commissioner of Internal Revenue, shall render a 
correct return, duly verified under oath, of itsjpayments of dividends, 
whether made in cash or its equivalent or m stock, including the 
names and addresses of stockholders and the number of shares 
owned by each, and the tax years and the applicable amounts in 
which such dividends were earned, in such form and manner as may 
be prescribed by the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury." 

Sec. 1211. That Title I of such Act of September eighth, nineteen 
hundred and sixteen, is hereby amended by adding to Part III six 
new sections, as follows: 

''Sec. 27. That every person, corporation, partnership, or associa- 
timi, doing business as a broker on any exchange or board of trade 
or other sunilar place of business shall, when required by the Com- 
missioner of Internal Revenue, render a correct return duly verified 
under oath, under such rules and regulations as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, 
may prescribe, showing the names of customers for whom such per- 
son, corporation, partnership, or association has transacted any 
business, with such details as to the profits, losses, or other informa- 
tion which the commissioner ma^ require, as to each of such cus^ 
tomers, as wiU enable the Commissioner of Internal Revenue to deter- 
mine whether all income tax due on profits or gains of such customers 
has been paid. 

''Sec. 28. That all persons, corporations, partnerships, associa- 
tions, and insurance companies, in whatever capacity acting, includ- 
ing lessees or mortgagors of real or personal property, trustees act- 
ing in any trust capacity, executors, administrators, receivers, con- 
servators, and employera, making payment to another person, cor- 
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poration, partnership, association, or insurance company, of interest, 
rent, salaries, wages, premiums, annuities, compensation, remunera- 
tion, emoluments, or other fixed or determinable gains, profits, and 
income (other than payments described in sections twenty-six and 
twenty-seven)*, of $800 or more in any taxable year, or, in the case 
of such payments made by the United States, the officers or em- 
ployees of the United States having information as to such payments 
and required to make returns in regard thereto by the regulations 
hereinafter provided for, are hereby authorized and required to render 
a true and accurate return to the Commissioner of Internal Reve- 
nue, under such rules and regulations and in such form and manner 
as may be prescribed by him, with the approval of the Secretary of 
the Treasury, setting forth the amount of such gains, profits, ana in- 
come, and the name and address of the recipient of such payment: 
Provided, That such returns shall be required, regardless of amounts, 
in the case of payments of interest upon bonds and mortgages or 
deeds of trust or other similar obligations of corporations, joint- 
stock companies, associations, and insurance companies, and in the 
case of collections of items (not payable in the United States) of in- 
terest upon the bonds of foreign countries and interest from the 
bonds and dividends from the stock of foreign corporations by per- 
sons, corporations, partnerships, or associations, undertaking as a 
matter 01 business otfor profit tiie collection of foreign payments of 
such interest or dividends by means of coupons, checks, or bills of 
exchange. 

''When necessary to make effective the provisions of this section 
the name and address of the recipient of income shall be furnished 
upon demand of the person, corporation, partnership, association, or 
insurance company paying the income. 

''The provisions of this section shall apply to the calendar year 
nineteen nundred and seventeen and each calendar year thereafter, 
but shall not apply to the payment of interest on obhgations of the 
United States. 

"Sec. 29. That in assessing income tax the net income embraced 
in the return shall also be credited with the amount of any excess 
profits tax imposed by Act of Congress and assessed for the same 
calendar or fiscal year upon the taxpayer, and, in the case of a mem- 
ber of a partnership, with his proportionate share of such excess 
profits tax imposed upon the partnership. 

"Sec. 30. That nothing in section II of the Act approved October 
third, nineteen hundred and thirteen, entitled 'An Act to reduce 
tariff duties and to provide revenue for the Government, and for 
other purposes,' or in this title, shall be construed as taxing the 
income oi foreign governments received from investments in the 
United States in stocls, bonds, or other domestic securities, owned 
by such foreign governments, or from interest on depostits in banks 
in the United States of moneys bdonging to foreign governments. 

"Sec. 31. (a) That the term 'dividends' as used m this title shall 
be held to mean any distribution made or ordered to be made by a 
(Corporation, joint-stock company, association, or insurance com- 
pany, out of its earnings or profits accrued since March first, nineteen 
hundred and thirteen, and payable to its shareholders, whether in 
cash or in stock of the corporation, joint-stock company, association, 
or insurance company, which stock dividend shall be considered 
mcome, to the amount of the earnings or profits so distributed. 
76551**— VOL 19—17 14 
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"(b) Any distribution made to the shareholders or members of a 
corporation, joint-stock company, or association, of insurance com- 
pany, in the year nineteen hundred and seventeen, or subsequent tax 
years, shall be deemed to have been made from the most recently 
accumulated undivided profits or surplus, and shall constitute a part 
of the annual income of the distributee for the year in which received, 
and shall be taxed to the distributee at the rates prescribed by law 
for the years in which such profits or surplus were accumulated by 
the corporation, joint-stock company, association, or insurance com- 
pany, but nothing herein shall be construed as taxing any earnings 
or profits accrued prior to March first, nineteen hxmdred and thirteen, 
but such earnings or profits may be distributed in stock dividends or 
otherwise, exempt from the tax, after the distribution of earnings 
and profits accrued since March first, niaeteen hundred and thirteen, 
has been made. This subdivision shall not apply to any distribution 
made prior to August sixth, niaeteen hundred and seventeen, out of 
earnings or profits accrued prior to March first, nineteen hundred and 
thirteen. 

'*Seo. 32. That premiums paid on liffe insurance policies covering 
the lives of officers, employees, or those financially mterested in any 
trade or business conducted by an individual, partnership, corpora- 
tion, joiat-stock company or association, or msurance company, 
shall not be deducted m computing the net income of such individual, 
corporation, joint-stock company or association, or insurance com- 
pany, or in computing the profits of such partnership for the pur- 
poses of subdivision (e) of section nine." 

Sec. 1212. That any amount heretofore withheld by any with- 
holding agent as required by Title I of such Act of September eighth, 
nineteen nimdred and sixteen, on accoimt of the tax imposed upon 
the income of any individual, a citizen or resident of the Umted 
States, for the calendar year nineteen hundred and seventeen, except 
in the cases covered by subdivision (c) of section nine of such Act, as 
amended by this Act, shall be released and paid over to such indi- 
vidual, and the entire tax upon the income of such individual for such 
year shall be assessed and collected in the manner prescribed by such 
Act as amended by this Act. 

Title XIII. — General Provisions. 

Sec. 1300. That if any clause, sentence, paragraph, or part of 
this Act shall for any reason be adjudged by any court of competent 
jurisdiction to be invalid, such judgment shall not affect, impair, or 
mvalidate the remainder of said Act, but shall be confined in its 
operation to the clause, sentence, paragraph, or part thereof directly 
involved in the controversy in which such judgment shall have been 
rendered. 

Sec. 1301. That Title I of the Act entitled *'An Act to provide 
increased revenue to defray the expenses of the increased appropri- 
ations for the Army and Navy and the extension of fortifications, and 
for other purposes,'' approved March third, nineteen hundred and 
seventeen, be, and the same is hereby, repealed. 

Sec. 1302. That unless otherwise herem specially provided, this 
Act shall take effect on the day following its passage. 

Approved, October 3, 1917. 
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(T. D. 2533.) 
Bond for extending payment of certain taxes. 

Form of bond preBcribed for extending payment to a date not exceeding seven monthe 
from the passage of the act of October 3, 1917, of additional taxes imposed by 
said act upon articles or commodities previously tax paid and other floor taxes 
imposed by the same act, such bonds to be executed in duplicate with an ap- 
proved surety company and in a penal sum of not less than double the tax due 
and in no case less than $1,000. 

Treasury Department, 
Office of Commissioner ojf Internal Revenue, 

Washington, D. (7., Odoher 6, 1917. 
To collectors of internal revenue: 

Under section 1002 of the act approved October 3, 1917, the 
form of bond for extending payment of additional taxes imposed 
by said act upon articles or commodities upon which the tax imposed 
by existing law has been paid to a date not exceeding seven months 
from passage of the act is hereby prescribed: 

Tnasarj nepartment. 
U. S. Internal Revenue. 
Form 723. 

[To be executed in duplicate with an approved surety company in a penal sum of not less tban doable 
the tax due and in no case less than 11,000.] 

Bond. 

{Far additional taxes imposed by act of Congress approved October S, 1917, on certain 
articles held by dealers and jobbers.) 

Know all men by these presents, that we, , of , , 

as principal, and , of , , as surety, are held and 

firmly bound unto the United States of America in the sum of tiiousand dollars, 

lawful money of the United States, for the payment whereof to the United States we 
hind ourselves, our heirs, executors, administrators, and assigns, jointly and sever- 
ally, firmly by these presents. 

Witness our hands and seals this day of , 19 — . 

Whereas the above-bounden principal is indebted to the United States in the sum 

of dollars, being the ascertained amount of internal -revenue taxes due and 

payable under an act of Congress approved October 3, 1917, on certain articles owned 
or held by the said principal on the date said act went into effect, and more particularly 
described in a return made by the said principal to the collector of internal revenue 
of the district of , on or about the day of , 1917. 

Now, therefore, the condition of the foregoing obligation is such that if the said 
principal shall well and truly pay or cause to be paid to the said collector of internal 
revenue the tax on said articles within seven months from the date of said act, and 
shall likewise pay or cause to be paid to the said collector any ^ditional tax hereafter 
found to be due on said articles or any like articles so held by the said principal, then 
this obligation to be void; otherwise to remain in full force and virtue. v 

. [SBAL.] 

. [SBAL.] 

. [seal.] 

Signed, sealed, and delivered in the presence of — 



ExaoHued and approved this day of , 19 — . 

ColHsetar. 
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Such bond shall be executed in duplicate with an approved surety 
company and in a penal sum of not less than double the tax due and 
in no case less than $1,000. 

A supply of the blank forms of the above bond will be forwarded 
to each collector. In executing such bonds, the blanks furnished by 
the department only shall be used. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved: 

Oscar T. Crosby, 

Acting Secretary of the Treasury. 



(T. D. 2534.) 

Income tax. 



Verification of returns of income by individuals in the naval and military estab- 
lishment of the United States at home or abroad in certain cases. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September 29, 1917. 
To collectors of internal revenue: 

T. D. 2090 (oaths), items 3 and 4, are hereby amended by substi- 
tuting for said items 3 and 4 the following: 

''For the purpose of verification of returns of income by persons 
-in the naval and mihtary service of the United States, any officer 
in the naval or military service of the United States, within or with- 
out the United States, who is authorized to administer oaths xmder 
the provisions of section 4, act of July 27, 1892 (27 Stat., 278), pro- 
viding for the administration of oaths for the purpose of military 
justice and administration, or imder the provisions of act of March 4, 
1917 (Public 391, page ,4), providing for administration of oaths for 
the purpose of naval justice and administration, is hereby empowered 
and authorized to take the acknowledgment of such persons making 
returns of income. 

''In all such cases the certifying officer shall place under his name 
the official designation xmder which he acts." 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved: 

OsoAR T. Crosby, 

Acting Secretary of the Treasury. 
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(T. D. 2635.) 

Estate tax. 

Increase in rates of taxation upon estates of decedents dying on and after October 4, 
1917. This increase does not apply to estates of decedents dying while serving 
in the military or naval forces of the United States under certain conditions. 

Tbeabuby Defabtment, 
Office of Commissioneb of Internal REVENxfE, 

Washington, D. a, October 9, 1917. 
To collectors qfintemai revemie and intemai-reveTme agents: 

The revenue act of October 3, 1917, by amendment to the original 
act of September 8, 1916, as amended by the act of March 3, 1917, 
increases the graduated rates of taxation upon the taxable estates of 
decedents dying after the passage thereof. In view of the fact that 
this is the second amendment providing increased rates over those 
contained in the original act, it is deemed advisable, in order to secure 
uniformity in results and avoid confusion, that the following tabula- 
tion be brought specially to the attention of those officers whose 
duties include the computation of taxes upon the net estates of 

decedents. 

Rates of taxatian upon net estates. 



Date of death. 



Sept. 9, 1916, 
to Mar. 2, 
1917. in- 
clusive. 



Mar. 3, 1917, 
to Oct. 3, 
1917, in- 
clusive. 



On and after 
Oct. 4, 1917. 



Net estate not exceeding $50,000. . 

Net estate $50,000 to $150,000 

Net estate $150,000 to $250,000 

Net estate $250,000 to $450.000 

Net estate $450,000 to $1,000,000 . . . 
Net estate $1,000,000 to $2,000,000.. 
Net estate $2,000,000 to $3,000,000.. 
Net estate $3,000,000 to $4,000,000.. 
Net estate $4,000,000 to $5,000,000. . 
Net estate $5,000,000 to $8,000,000. . 
Net estate $8,000,000 to $10,000,000. 
Neteatateexceeding $10,000,000. . . 



Per cent. 



Percent. 

4i 
6 
7i 
9 

lOi 
12 
13§ 
15 
15 
15 



Percent. 



2 

4 
6 
8 
10 
12 
14 
16 
18 
20 
22 
25 



It will be noted that the rates provided in the original ftct are 
computed upon the net estate of every decedent dying on and after 
September 9, 1916, to and including March 2, 1917; the rates pro- 
vided in the amendment of March 3, 1917, apply to the net estate 
of every decedent dying on and after March 3, 1917, to and including 
October 3, 1917; the rates provided in the amendment of October 3, 
1917, apply to the net estate of every decedent dying on and after 
October 4, 1917. 

The amendment of October 3, 1917, exempts from the additional 
tax imposed by Title IX of this act the transfer of the net estate of 
any decedent dying while serving in the military or naval forces of 
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the United States during the continuance of the war in whicli the 
United States is now engaged or if death results from injuries 
received or disease contracted in such service within one year after 
the termination of such war. It will be noted, however, that this 
exemption does not affect the operation of the original act and the 
amendment thereto of March 3, 1917, in its appHcation to the net 
estates of the decedents above mentioned. Therefore the net 
estates of the military and naval decedents specified above are tax- 
able at the rates imposed in the March 3, 1917, act. 

Daniel C. Ropbb, 
Comrnisaioner of Internal Revenue. 



(T, D. 2536.) 
Alcoholic leverages. 

Instractions relative to tax on ginger brandy and similar compound alcoholic 

beverages. 

Tbeasuby Department, 

^ OmOE OP COMMISSIONEB OF INTERNAL KeVENUE, 

WasUngton, D. C, October IS, 1917. 
To collectors ofirUemal reverme, revenue agents y and others concerned: 
The following letter was written in reply to an inquiry, addressed 
to the Commissioner of Internal Revenue, regarding additional tax 
on Cauff man's ginger brandy: 

Sib: Your letter of the 8th instant has been received, submitting labels for Oaiiff- 
man's ginger brandy for determination as to what additional tax is due on this alcoholic 
compound as a beverage or a proprietary medicine under existing Jaw. 

In regard to this matter you are advised that since Cauffman's ginger brandy has 
been held, after examination of the formula and sample, to be an alcoholic com- 
pound beverage for which special tax is required for manufacturing and selling, it is 
clear that only alcohol tax paid at the rate of $3.20 per gallon may be used in com- 
pounding same. Furthermore, no distilled spirits produced from foods, fruits, feeds, 
or feed material, fermented after 11 o'clock p. m. of September 8, 1917, may be used 
in manufacturing this compoimd. Since this is a product of rectification, the' tax 
of 15 per cent per proof gallon will be required thereon as to all of such compound 
in the possession of the rectifier on October 4 or thereafter produced. The addi- 
tional floor tax at the rate of $2.10 per proof gallon of spirits contained in the product 
in the hands of the rectifier and dealers on October 4 must be paid after inventory 
and return in the same manner as the floor taxes on distilled spirits. 

Although the label for this ginger brandy shows medicinal claims, no tax will be 
required as a proprietary medicine. This rule will obtain as to all alcohoUc com- 
pounds listed in T. D. 2222 or passed upon subsequent to its publication for which 
special tax is required for the manufacture and sale and which fail to measure up to 
the standard as set forth in T. D. 1843 as to so-called alcoholic medicinal compounds. 

Daniel C. Roper, 
Commiasioner of Internal Revenue. 

Mr. . 
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(T. D. 2637.) 

Liberty bonds as security for certain taxes. 

liberty bonds of the United States may be deposited as security for the payment of 
flooi taxes due in lieu of surety bonds. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., October 17y 1917. 
To collectors of internal revenue- 
Section 1002 of the war-revenue act approved October 3, 1917, 
provides as follows: 

That where additional taxes are imposed by this act upon articles or commoditieB, 
upon which the tax imposed by existing law has been paid, the person, corporation, 
partnership, or association required by this act to pay the tax shall, within thirty days 
after its passage, make return under oath in such form and under such regulations as 
the Commissioner of Internal Revenue, with the approval of the Secretary of the 
Treasury, shall prescribe. Payment of the tax shown to be due may be extended to 
a date not exceeding seven months from the passage of this act, upon the filing of a 
bond for payment in such form and amount and with such siu*eties as the Commis- 
sioner of Internal Revenue, with the approval of the Secretary of the Treasury, may 
prescribe. 

In answer to inquiries collectors are informed that they may accept, 
in lieu of surety bonds, as security for the payment of floor taxes 
covered by section 1002 of the act approved October 3, 1917, Liberty 
bonds of the United States equivalent to the actual amount of the 
taxes due. 

Collectors will adopt all proper means to bring the above informa- 
tion to the attention of the public. 

Daniel C. Koper, 
Commissioner of Internal Revenue. 
Approved: 

Osoar T. Crosby, 

Acting Secretary of the Treasury. 



(T. D. 2538.) 
Playing cards. 



Regulations concerning the collection of tax imposed by the act of October 3, 1917, 
on playing cards, affixing of tax-paid stamps of the old rate, and assessment and 
collection of additional tax due on and after October 4, 1917. 

Treasury Department, 
Office op Commissioner of Internal Revenue, 

Washington, D, C, October 10, 1917. 
To collectors of internal revenue and others concerned: 

Title VIII, Schedule A, act of October 3, 1917, imposes upon every 
pack of playing cards containing not more than 54 cards a tax of 5 
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cents in addition to the tax of 2 cents per pack imposed by the act 
of August 28; 1894, which becomes effective, and such additional tax 
attached to all playing cards manufactured or imported and sold or 
removed for sale on and after October 4. 1917. This additional tax 
does not apply to cards manufactured and removed tax paid prior 
to October 4 in the hands of jobbers and retail dealers, unless the 
packs to which the stamps affixed have been broken and the cards 
repacked in new cases, in which event the dealer so packing same 
would be liable to the tax as in the case of an original manufacturer 
under the provisions of T. D. 1100. 

Section 1001 provides that any person, corporation, or association 
liable to any tax imposed under this act, or for the collection thereof, 
shall keep records and render under oath such statements and returns 
and comply with such regulations as the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, may 
prescribe. 

Section 1006 provides that where a tax imposed under this act. 
payable by stamps, is an increase over existing rates, stamps on 
hand in the offices of collectors and the Bureau of Internal Revenue 
may be used until the supply is exhausted, and manufacturers or 
importers having such stamps on hand may use same and the addi- 
tional tax due under this act will be assessed. 

Under authority of the above sections the following regulations 
are hereby promulgated: 

Every manufacturer and importer of playing cards will render 
to the collector of the district wherein the factory is located a sworn 
inventory, in dupUcate, on or before October 31, 1917, showing the 
number of packs of playing cards, entering separately the number 
of stamped and unstamped packs on hand at the beginning of busi- 
ness October 4, and Ukewise the number of attached and unattached 
stamps at the rate of 2 cents. These inventories may he rendered 
on Form 215, modified to suit the nature of the article or in type- 
written form. 

On October 31, or within 10 days thereafter, every manufacturer 
or importer wiU render under oath, in duplicate, a return covering 
the period October 4 to 31, inclusive, showing the number of pacl^ 
of cards manufactured or imported, the number withdrawn tax paid, 
the name and address of each person firm or corporation to whom 
such cards may be consigned or sold, the number and total value at 
the rate of 2 cents of stamps affixed, and the additional tax of 5 cents 
per pack due thereon. 

This return will be rendered for each subsequent month on the 
last day thereof, or on or before the 10th day of the succeeding 
month, until the supply of stamps at the old rate on hand is exhausted. 

Forms for rendering these returns may be obtained upon appUca- 
tion to the collector of the district, or manufacturers or importers, 



Digitized by VjOOQIC 



217 

if they so jdesire, may make up such monthly return upon the type- 
writer, provided it conforms in detail with that prescribed. 

Collectors will carefully verify these inventories and returns and 
enter for assessment on their lists, Form 23, the additional tax at 
5 cents shown due from manufacturers or importers until the stock of 
stamps at the rate of 2 cents held by the taxpayer has been ex- 
hausted. Thereafter every manufacturer and importer will be re- 
quired to render such return for each month during continuance in 
business, but the additional tax will not be noted thereon, as all 
stamps purchased from the collector on and after October 4 will be 
sold and accounted for at the new rate. 

One copy of the inventory and of each monthly return will be 
forwarded to this office by the collector and the other copy retained 
in his office. 

On and after October 4 collectors selling stamps on hand of the 
rate of 2 cents will overprint same, require payment and account 
therefor at the rate of 7 cents per pack, as outlined in Mim. 1621 
of September 20, 1917. 

Daniel C. Roper, 

Commissioner of IrUerrial Beverme. 
Approved: 

OsoAB T. Ceosby, 

Acting Secretary of the Treasury. 



(T. D. 2539.) 

DistiUed spirits. "^'^ ^■'^ 

Rate of tax on distilled spirits lost in transit for export or lost by casualty in a distillery 

warehouse. 

Treasury Department, 
Offiojj of Commissioner of Internal Revenue, 

• WasUngton, D. (7., Odoler 17, 1917. 

Sir: This office is in receipt of your letter of October 5, 1917, 
relative to the rate of tax to be collected in cases of casualty and losses 
in transit for export which have occurred prior to October 4, 1917. 

In the case of losses in transit for export, the rate pf tax will be 
determined by. the date on which the spirits were inspected by the 
customs ganger at the port of export. The rate of tax which will 
become due on spirits lost in transit from a lot inspected by the 
customs ganger on or before October 3, 1917, will be $1.10 per proof 
gallon. Where a loss is discovered by the customs ganger on or 
after October 4, 1917, the tax due on such loss will be at the rate of 
$3.20 per proof gallon. 

In the matter of casualties in warehouse you are advised that 
where a loss occurs or is discovered on or before October 3, 1917, the 
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tax due on the spirits so lost will be at the rate of $1.10 per proof 
gallon. The tax due on spirits lost by casualty, or when the loss by 
casualty is discovered on October 4, 1917, or after, will be at the 
rate of $3.20 per proof gallon. 

The fixing of the rate of tax herein on spirits lost in transit for 
export, or by casualty in warehouses, does not affect the right of the 
distiller to obtain, in proper cases, the abatement or refund of tax 
under section 1 of the act of December 20, 1879, or section 3221 
Revised Statutes. 

Respectfully, ' Daniel C. Ropee, 

Commissioner of Internal Revenue. 

COLLEOTOB OF INTERNAL REVENUE, Louisville, Ky. 



(T. D. 2540.) 

Income tax. 

All dividends paid out of amounts set aside to cover depreciation and depletion 
constitute taxable income to the stockholder receiving them. 

TREAauRY Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. 0., October 10, 1917. 
To coUectdrs of internal revenue: 

Referring to the practice of certain corporations of declaring divi- 
dends out of reserves set aside to meet depreciation and depletion of 
property and of advising stockholders that such dividends represent 
a distribution of capital assets, your attention is directed to the 
ruling made herein as follows: 

All such dividends received by stockholders declared out of such 
reserves accumulated subsequent to March 1, 1913, constitute in- 
come to the stockholder under the act of September 8, 1916, and 
must be accounted for in returns of net income. 

A stockholder's investment is in the stock of a corporation. If he 
disposes of his stock for more than its fair market value on March 1, 
1913, or its cost if acquired since that date, the profit realized must 
be returned as income ; if he disposes of it at a loss, the loss sustained 
is deductible from gross income within the limits of the taxing act. 
In computing the profit or loss sustained, there must be taken into 
account dividends paid from reserves accumulated prior to March 1. 
1913, which w^ere not returned as income for the year in which 
received, under the provisions of the act of September 8, 1916. 
All rulings in conflict herewith are hereby revoked. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved: 

OsoAR T. Crosby, 

Acting Secretary of the Treasury. 
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(T. D. 2641.) 
Income and exeess-profits taxes. 

Application of income and excess-profits taxes to Liberty bonds issued or to be ifBued 
under the act of September 24, 1917. 

Tebasubt Depabtment, 

QVFIOB OF OOMBOSSIONBB OF InTEBNAL RevENUB, 

WasUngtm, D. O., October 20, 1917. 
To collectors of internal revenue, revenue agents, and others concerned: 

The following rulings relative to the appUcation of the income 
and excess-profits taxes to the 4 per cent Liberty bonds isaued or to 
be issued under the act of September 24, 1917, are hereby promul- 
gated: 

(1) Under the income-tax law, as amended by the war-revenue 
act, interest paid within the year on indebtedness incurred for the 
purchase of Liberty 4 per cent bonds may be deducted in computing 
net income subject to income surtaxes and excess-profits taxes. 
In case of corporations this is, of course, subject to the Umitations 
imposed by the income-tax law on the amount of indebtedness, 
interest on which may be deducted. 

(2) Investments in obligations of the United States, including 
Liberty bonds of both issues, made by a corporation or partnership 
from capital, surplus, or imdivided profits will be included in in- 
vested capital for the purpose of computing the deduction and rate 
of taxation imder the excess-profits tax law; but undivided profits 
earned during the taxable year can not be included in invested 

capital. 

Daniel C. Ropeb, 

Approved: Commissioner of Intemai Revenue. 

OsoAB T. Cbosby, 

Acting Secretary of the Treasury. 



(T. D. 2542.) 
Income tax — Decision of court. 

Divid€iidi received by a stockholder in 1913 paid from surplus earned prior to January 
1, 1913, constitiite inccmie to the stockholder. 

Tbeasurt Depabtment, 
Opfioe op Commissioneb of Internal Revenue, 

Washington, D. C, October 19, 1917. 
The appended decision of the United States Circuit Court of 
Appeals for the Third Circuit, in the case of C. G. Lewellyn, col- 
lector, V. Gulf Oil Corporation, is published for the information of 
internal-revenue officers and others concerned. 

Daniel C. Ropeb, 
Commissioner of Intemai Revenue. 
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UNITED BTATB8 dBOUIT OOUBT OV AnBALS, TEORD OIBOUIT, MABOH TBBM, 1117. 

Gulf OH CorpoTaiion v. C. O. Lewellyn, wUeetor (D. C). C. G^. L«weZZyn, coZ^eetor, 
V. Qvif Oil Carporatian. (iiS4) 
(Error to tlwDlitziet Court olUitUiilttd states for tbA W€it«n DIstriot of F«iu]87lTaiilB.| 
Before Buffington, MoFhbbson, and Woolbt, Circuit Judges. 

McPhbbsok, Judge: We may summarize the facts as follows: For a number of yean 
the corporation has owned all the stock (except directors' shares) of the five subsidi- 
aiies named, and it owned this stock while the subsidiaries were accumulating the 
earnings that were afterwards transferred to the corporation in the form of dividends. 
With the exceptions not now material, none of the subsidiaries had declared a divi- 
dend before December 31, 1912. The previous earnings had been used from time 
to time in carrying on, extending, and developing the several enterprises in which 
they were engaged and the earnings were proi)erly employed for these purposes. 
In Januaiy, 1913, the corporation decided to have these earnings transferred to itself, 
and thereupon the subsidiaries took the following steps: On February 7, 1913, the 
Gu£fey Petroleum Co., the Gulf Pipe Line Co., and the Gulf Pipe Line Co. of Okla 
homa each declared a dividend, i)ayable immediately, out of the surplus and eam- 
ngs that had accumulated before January 1, 1913; and on April 11 the corporation 
received on this account from the Guffey Co. $3,749,750; from the Gulf Pipe line Co., 
$4,724,055; and from the Gulf Pipe Line Co. of Oklahoma, $2,597,660. The Indiana 
Oil & Gas Co. declared 2 dividends out of similar surplus and earnings, one on Janu 
ary 8, 1913, from whith the corporation received on the same day $338,000, and one 
on February 24, 1913, from which, on February 25, the corporation received $10,000. 
Out of similar earnings and surplus the Gulf Commissary Co. declared a dividend 
on December 17, 1912, from which, on January 4, 1913, the corporation received 
$4,975. The respective dividends were not declared in cash; the earnings, as and 
when produced, had been employed in the several enterprises, and had thus been 
invested in different kinds of property. They had not always been used to promote 
the particular bumness that had earned them, but had been sometimes used to aid 
anotJier branch, the subsidiaries keeping a debtor and creditor account among them- 
selves. 

In this situation, the corporation made a return to the Government of its income for 
1913, certifying that the return did not include the dividends referred to, and giving 
as a reason that they had been declared and paid out of eamings and surplus that 
had accrued before January 1, 1913. The collector, however, demanded a total tax 
of $114,244.40 from the corporation for the year 1913, basing the assessment solely on 
the receipt of these dividends. This was in part a franchise tax and in part an income 
tax. After various proceedings — claim for abatement, protest, payment, petition for 
repayment, and the commissioner's refusal — ^the controversy reached the District 
Court In the suit now before us. The subsidiaries had all been subject to the exdae 
or franchise tax under the act of August 5, 1909, and they had all paid the amounts 
imposed thereunder. The sum in dispute was not charged against the subsidiaries, 
but against the corporation alone, and is made up of a franchise tax for the first two 
months of 1913, and an income tax for the remaining 10 months. The opinion of the 
district judge sets forth the argument that led him to decide that the taxes were 
unlawfully imposed, the position being that the dividends had been declared out of 
surplus earnings that had accumulated during several years and had accrued to the 
corporation (at least in equitable ownership) before January 1, 1913. We are unable 
to assent to this proposition for the following reasons: 

It is first to be observed (and this should be borne distinctly in mind) that the 
Government's levy was not upon the subsidiaries but upon one of their stockholders, 
namely, upon the Gulf Oil Corporation. We do not understand the corporation to lay 
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streBS upon a supposed identity of the five subsidiaries with itself, but in any event 
the facta in proof would furnish a sufficient answer to such a position. No doubt all 
the companies are engaged together in a common enterprise, but the enterprise has 
several branches, and each subsidiary attends to its own branch while the corporation 
does the like. Perhaps the corporation may be more accurately described as uniting 
and regulating its subsidiaries, but each of the companies, whether holding or sub- 
sidiary, is a distinct entity, and is to be so treated. The several companies are not 
in such relations to each other that the property and obligations and liabilities of one 
can be regarded as the property and obligations and liabilities of any other. Each 
owns its own assets, carries on its own business, owes its own debts, pays its own taxes, 
and enjoys its own incomes. Under the excise act of 1909, each was separately taxed 
in respect to its own business, and under that act the corporation certainly did not 
include in its own return the proceeds of the business done by the subsidiaries. 

Now, if the corporation had been an individual and had received the property in 
question by the method of transfer described in the findings of fact, the contention 
would hardly be made that no dividend had in fact been declared or received, for, 
although no actual money might have passed, each company would have transferred 
the ownership of valuable property to one of its stockholders, who could thenceforth 
deal with it as he pleased, and could convert it into cash whenever he might desire. 
The fact that the stockholder happens to be incorporated can make no difference; 
the central question is. Has a dividend been declared? If the corporation has received 
a "dividend," this dividend has been declared by the act to be "income" and, as 
income. Congress has directed it to be used in measuring both the taxes now in 
dispute. That the money (or property) handed over to the corporation was a divi- 
dend we entertain no doubt. All the property transferred had been derived from 
earnings; none of it had become capital; it had been accumulated like cash, having 
been gained in the course of each subsidiary's business, and it awaited the pleasure 
of the respective boards of directors. These boards did not carry it to capital account; 
they did not issue stock to represent its value; they did not retain it for future use in 
their respective businesses. They decided to distribute it formally to their stock- 
holders as a dividend, just as if it had been money, and they did in fact distribute it. 
No doubt one of the stockholders received almost all of it, but this did not change 
the character of the directors' act, which continued to be the declaration of a divi- 
dend, judged by the accepted tests. Gibbons v. Mahon (136 U. S., 549.) It can 
make no difference in the character of the directors* act that the stockholder in ques- 
tion is a corporation and not an individual. Whether a distribution of corporate 
property is to be regarded as a dividend or not does not depend on the status of the 
person that receives a share but on what is done by the distributor. In the first 
instance the money or property is owned by the distributor and as owner he has the 
power to decide what is to become oi it. After the stockholder receives it, he may 
use it as he likes, but it comes into his hands as a dividend whether he be an indi- 
vidual or a chartered company. We conclude therefore that the Gulf Oil Corporation 
received the property in question in the character of a separate stockholder in the 
subsidiaries, and received it as a dividend. 

Being a dividend the corporation received it after March 1, 1913, and the remaining 
question is whether taxes have been laid upon it; and, if so, to what extent and in 
what manner? In thus speaking of a tax being laid upon prpperty, we use the cus- 
tomary phrase. In strictness, taxes like the sum in question are not upon the prop- 
erty itself, but are exacted from the taxpayer because of his relation to the property. 
The owner pays, and the property measures the amount of the exaction. This is 
emphasized in the case before us, where two taxes are levied upon the same tax- 
payer. Each tax is levied in respect of a different subject of taxation, but the amount 
of each is ascertained by the same measure, namely, by the taxpayer's income. For 
the year 1913, the corporation was called upon to pay two taxes, one an excise or a 
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franchise tax for January and February, and the other an income tax for the remaining 
10 months; but the amount of the excise tax was measured by the corporation's 
income, and the amount of the tax in respect of the income itself was determined by 
the same measure. Before February 25, 1913, Congress could not tax the corpora- 
tion's income directly, but it could value its franchise according to its income and 
could impose the tax on that basis. Maine v. Railway Co. (142 U. S., 217). After 
the adoption of the income-tax amendment. Congress could tax the income directly, 
and for the remainder of the year it did tax the income in this manner. Each tax 
being computed by the same method, both were collected in one sum for convenience, 
but each depends for its validity on separate provisions. And we may add that 
Congress was not bound to go into a minute inquiry concerning the source of earnings 
that might be divided or concerning the method by which they had been accumu- 
lated. For we have to do with a situation where the property divided is conc^edly 
earnings, arid our decision is confined to the facts before us. 

The foregoing is the course of reasoning that commends itself to our minds, and we 
may briefly restate the conclusions. As levied by the act of 1913, both taxes are con- 
stitutional, and each was distinctly laid on a separate subject of taxation. The ex- 
cise or franchise tax was limited to the first two months of the year, and the value of 
the franchise was lawfully ascertained by using the corporation's income as a measure; 
the income tax was for the remainder of .the year, and was lawfully ascertained by 
using the same measure. In computing the corporation's income the Government 
lawfully took into account the valuable property over which the corporation had 
acquired the complete ownership by virtue of its stock in the several subsidiaries, 
this ownership having been transferred to it by the formal declaration of a dividend. 
In exact terms the facts present the conditions laid down by the act of Congress, and 
therefore (as no question is made concerning the regularity of the Government's 
procedure) the amount of the two taxes was lawfully levied and collected. 

The case of Lynch, collector, v. Turrish (C. C. A., 8; 236 Fed., 653), on which the 
corporation relies with much confidence, does not seem to be in point. The fact^ 
were these: Turrish was a stockholder in the Payette Lumber Co., whose capital 
stock, $1,500,000, was invested in timberlands. The company did no business and 
earned no money, but the value of its lands increased gradually until on March 1, 
1913, it had grown to be $3,000,000. In 1914 the company sold the lands— that is, 
all its capital — for $3,000,000 and divided this sum among its stockholders. The 
share of Turrish was taxed as income received during 1914, and the Court of Appeals 
decided that he was not liable — 

Because no income, gains, or profits accrued to the plaintiff during the year 1914 
or after March 1, 1913, but during that time his property remained of the same value, 
and because the sale of the property of the Payette Co. in 1914 and the distribution 
of its proceeds by a dividend to its stockholders ^was not a change of the form, without 
any increase of the value, of the property he owned before the income-tax law of 1913 
took effect. 

The case did not involve the question of an ordinary dividend from accumulated 
earnings but decided that a sale of capital property and a distribution of the proceeds 
did not constitute the division of ^'income, gains, or profits" within the meaning of 
the act of 1913. No such facts are before us now. We may add that the dedsion 
is to be reviewed by the Supreme Court. 

A situation more like the case in hand is found in Southern Pacific Co. v. Lowe 
(D. C.) (238 Fed., 847), where Judge Manton delivered an opinion that discusses the 
general subject satisfactorily. We shall not take up other citations in the briefe of 
counsel; most of them may be distinguished on their facts, and in any event the 
question here, if we have outlined it correctly, seems to suggest an answer that is 
reasonably plain. Moreover, the two cases just referred to cite and consider nearly 
all the cases to which our attention had been called. 
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One or two minor questionjs have been raised, but they do not require attention. 
The important points have been stated, briefly but we hope adequately, and if they 
have been correctly decided we see no need for a more elaborate diBcufision. 

The judgment is reversed, with instructions to the District Court to enter a judgment 
in favor of the^collector. 

(T. D. 2543.) 

Dates on wMch act of October 3,1917, becomes effective as to stamp taxes. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUngton, D. C, October 19, 1917. 
To collectors of internal revenue and others concerned: 

You are advised that Title VIII, Schedule A, act of October 3, 1917, 
imposing stamp taxes upon bonds of indebtedness, debentures or 
certificates of indebtedness, bonds of indemnity and surety, capital- 
stock issues, capital-stock sales or transfers, produce sales on ex- 
changes or boards of trade, drafts, checks, and promissory notes other- 
wise than payable at sight or on demand, conveyances, deeds, instru- 
ments conveying^ lands, tenements, or other realty, entry of goods at 
customhouse, entry for withdrawal of goods from customs bonded 
warehouses, passage tickets, proxies, powers of attorney, and par- 
cels-post packages, becomes effective on and after December 1, 1917. 

The additional tax of 5 cents per pack upon playing cards, imposed 
under subdivision 13 of Schedule A, became effective on and after 
October 4, 1917, but this additional tax attaches only to playing 
cards manufactured or imported and sold or removed for sale on and 
after that date, and is to be paid by the manufacturers or importers. 

This additional tax does not apply to tax-paid stocks in the hands 
of wholesale or retail dealers, and such dealers may sell all cards tax 
paid at 2 cents under the original act of August 28, 1894, which they 
had on hand on October 4, without incurring liability to the addi- 
tional tax of 5 cents per pack. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



' (T. D. 2544.) 

Alcoholic medicinal preparations. 

List of alcoholic medicinal preparations for the sale of which special tax is required. 

Revision of T. D. 2222. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 19, 1917. 
To collectors of internal revenue, revenue agents, and others: 

The accompanying list of alcoholic medicinal preparations which 
have been examined by this office and held to be insufficiently 
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medicated to render them unfit for use as a beverage is published for 
the information of all concerned. 

Special tax will be required for the sale of any of the preparations 
herein named, even though such sales are for medicinal use. The 
liabilities of dealers for sales for medicinal use of any of the prepara- 
tions marked with an asterisk (*) will, however, be held to date from 
and after January 1, 1918. 

The names of most of the preparations heretofore given on the 
various lists which have been pubUshed will be found included in this 
list, the only exceptions being those the manufacturers of which have 
revised their f ormidas to meet the requirements of this oflSice or which 
are no longer on the market. Special tax should not, therefore, be 
required for the sale for medicinal use of any alleged medicinal com- 
poimd not on this list until this oflSice has been communicated with 
and specific instructions received. 

The preceding paragraph does not, however, apply to the class of 
compounds usually described by the term "cocktail bitters," which 
are suitable for and usually used as beverages. 

It having been found in various instances that there are several 
preparations of the same name on the market, the names of the 
manufacturers of the preparations examined by this office are here 
given, and it should be understood that only the preparations as 
compounded by the manufacturer whose name is given are embraced 
in this list. 

Special tax will be required for the manufacture and sale of beef, 
wine, and iron, miless it contains at least the percentages of beef and 
iron given in the formula on page 1821 of the nineteenth edition of the 
United States Dispensatory or is otherwise sufficiently medicated to 
be imsuitable for use as a beverage. Special tax will also be required 
for the sale of compoimds ordinarily sold under the name of rock, 
rye, and glycerin, and ginger brandy. 

Collectors and revenue agents should continue to secure and for- 
ward to this office samples of preparations which they have reason to 
beUeve are or may be used as a beverage. 

iMt of alcoholic medidnal preparatioiu. 

Ale and Beef, Ale & Beef Co., Dayton, Ohio. 

Allen's Restorative Tonic, Faxon & Gallagher Drug Co., Kansas City, Mo. 

Alps Bitters, Peter Roetekowski, Chicago, 111. 

Amer Picon, G. Picon (imported). 

Angostura Aromatic Tincture Bitters,^E. R. Behlers, St. Louis, Mo. 

Arbaugh's Newport Bitters, Daniel Stewart Co., Indianapolis, Ind. 

Aroma Bitters, V. Gautier, 287 Hudson Street, New York. 

Aromatic Bitters, Hanigan Bros., Denver, Colo. 

♦Atlas Life Tonic, Atlas Medicine Co., St. Louis, Mo. 

Atwood's La Grippe Specific, Excelsior Medicine Co., Chicago, lU. 

Angauer Bitten, Angauer Bitters Co., Chicago, 111. 
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Angauer Kidney-Aid, Angauer Bitters Co., Chicago, HI. 

Augustiner Health and Stomach Bitters, A. M. August, Milwaukee, Wis. 

Beef, Iron and Wine, The Jannuth Co., Providence, R. I. 

Beef, Iron and Wine, Lion Drug Co., Buffalo, N. Y. 

Beef, Wine and Iron, Chas. C. Miller, Chicago, 111. 

Beimer*s Walnut Beverage, Winona Liquor Co. (Inc.), Winona, Minn. 

Beimer's Walnut Bitters, Winona Liquor Co. (Inc.), Winona, olinn. 

Belvedere Stomach Bitters, Loewy Drug Co., Baltimore, Md. 

Bentrovato Blood Bitters and Alterative Tonic, Lyons Bitters Co. , New Haven, Conn. 

Best Bitters, A. J. Lukwinski, Cleveland, Ohio. 

Bismark Laxative Bitters, C. Lange & Co., Chicago, 111. 

Bitter Wine, Struzynski Bros., Chicago, 111. 

Bitters, The Atlantic Vineyard & Vine Co., Philadelphia, Pa. 

Blackberry, Karles Medicine Co., Aberdeen, S. Dak. 

Blackberry Cordial, International Extract Co., Philadelphia, Fa. 

Blackberry Cordial, Irondequoit Wine Co., Rochester, N. Y. 

Blackberry Cordial, Strother Drug Co., Lynchburg, Va. 

Blackberry and Ginger Cordial, Standard Chemical Co., Fort Smith, Ark/ 

Black Hawk Bitt^irs, Meyer Bros. Drug Co., St. Louis, Mo. 

Bon Campo Bitters, Dr. A. H. Doty, St. Paul, Minn. 

Bonekamp Bitters, J. S. Smith &. Co., Burlington, Wis. 

Bonekamp of Maagen Bitters, Teuscher & Co., St. Louis, Mo. 

Bonus Elixir of Bitter Wine, Bonus Drug Co., Duquesne, Pa. 

Bracer Bitters, Bracer Bitters Co., Chicago, 111. 

Bradenberger's Colocynthif, Standard Chemical Co., Fort Smith, Ark. 

Brod's Celery Pepsin Bitters, Jno. Brod Chemical Co., Chicago, 111. 

Brown Gin, H. Obemauer & Co., Pittsburgh, Pa. 

Brown's Aromatic Cordial Bitters, Chas. Leich & Co., sole agents, Evanaville, Ind. 

Brown's Utryme Tonic, A. E. & E. V. Brown Co., Mobile, Ala. 

Buckeye Bitters, Geo. Albert, Milwaukee, Wis. 

Buhrers Bitters, Weideman-Friee Co., Cleveland, Ohio. 

Cardinal Stomach Bitters, P. J. Bowlin & Son, St. Paul, Minn. 

Carmeliter Bitters — Dark — ^Elixir of Life, Burhenne & Dom, 347 Hamburg Avenue, 
Brooklyn, N. Y. 

Carmeliter Bitters E-Z Laxative, Burhenne & Dom, 347 Hamboig Avenue, 
Brooklyn, N. Y. 

Carmeliter Bitters— Light— Tonic and Appetizer, Burhenne & Dom, 347 Hamburg 
Avenue, Brooklyn, N. Y. 

Carmeliter Ginger Brandy, Burhenne <& Dom, 347 Hamburg Avenue, Brooklyn, N. Y. 

Cascara Roots, American Bitter Wine Co., Chicago, 111. 

Cauffman's Ginger Brandy, E. Cauffman & Co., Philadelphia, Pa. 

Celebrated Baja Califomia Damiana Bitters, Naber, Alfs & Brune, San Francisco, Cal. 

Celery Bitters and Angostura, Frank J. Maus, Kalamazoo, Mich. 

Clarke's Rock Candy Cordial, Colbum, Birks & Co., Peoria, 111. • 

Clayton & Russell's Stomach Bitters, Adams <& Co., New York; City. 

Clifford's Cherry dure. Standard Chemical Co., Fort Smith, Ark. 

Clifford's Pemvian Elixir, Standard Chemical Co., Fort Smith, Ark. 

Cocktail Bitters, Milbum & Co., Baltimore, Md. 

Columbo Elixir, Columbo Elixir Co., Philadelphia, Pa. 

Columbo Peptic Bitters, L. E. Jung <fe Co., New Orleans, La. 

Columbo Tonic Bitters, Her & Co., Omaha, Nebr. 

Cooper's Nerve Tonic, MuUer & Co., Baltimore, Md. 

Cordial Panna, The Cordial Panna Co., Cleveland, Ohio. 

Coasack Stomach Bitters, D. Vandewart & Son, New York, N. ¥• 

Cross Bitter Wine, Eugene Parisek Co., Chicago, 111. 

Damana Gentian Bitters, Milbum & Co., Baltimore, Md. 

Dandy Bracer, Dandy Bracer Co., Philadelphia, Ytk. 
76551*— VOL la— 17 15 
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Der Doktor, Schooemer & Stoppenbach, Milwaukee, Wis. 

Dr. Beigelt's Magen Bitters, Imported. 

Dr. Bouvier's Buchu Gin, Dr. Bouvier's Specialty Co., Louisville, Ky. 

Dr. Gray's Tonic Bitters, Central Botanical Co., Cherry Creek, N. Y. 

Dr. Ho£Fman's Golden Bitters, F. Trandt, St. Louis, Mo. 

Dr. Hopkins Union Stomach Bitters, F. S. Amidon, Hartford, Conn. 

Dr. Hortenbach's Stomach Bitters, Minneapolis Drug Co., Minneapolis, Minn. 

Dr. Munro's Stomach Bitters, A. Du Chateau Co., Green Bay, Wis. 

Dr. Rattinger's Bitters, Rattinger's Medical Co., Sappington, Mo. 

Dr. Sherman's Peruvian Tonic and Systematizer, Des Moines Pharmacal Co., Des 
Moines, Iowa. 

Dr. Theodore Hartwig's Stomach Tonic, Jno. Behrendt, successor to Dr. Theodore 
Hartwig, Grafton, Wis. 

Dozier's Apple Bitters, Bitter Apple Bitters Co., Hattiesbiug, Miss. 

Dubonnet Wine, imported. 

Dubonnet, imported. 

Ducro*s Alimentary Elixir, imported. 

Duffy's Pure Malt Whiskey, Duffy's Malt Whiskey Co., Rochester, N. Y. 

Elderberry Tonic, M. P. Kappel & Co., Chicago, 111. 

Elixir of Bitter Wine, Pleasant Tonic Bitters Co., Chicago, 111. 

Elixir of Bitter Wine, V. Bokr, Chicago, 111. 

Eureka Stomach Bitters, Iowa Drug Co., Des Moines, Iowa. 

Excelsior Bitters, Des Moines Drug Co., Des Moines, Iowa. 

E. Z. Laxative Bitters, Carmeliter Bitters Co., New York, N. Y. 
Fabiani's Marsala Chinato, Fabiani's Pharmacy, Philadelphia, Pa. 
Famous Wiener. Bitters, Foxman Bros., Rock Island, 111. 

Faxon's Beef, Iron and Wine, Faxon, Williams & Faxpn, Buffalo, N. Y. 
Femet-Branoa, L. Grandolphi & Co., New York City (imp). 
Femet-Carlisi Fernet Bitters, C. Carlisi Co., New York City. 
Ferri Rheumatic Cure, Luis Ferri, Butte, Mont. 
Ferro-China Bascal, Basilea & Calandra, New York City. 
Ferro-China Bema, W. P. Bemagozzi, New York City. 
Ferro-China Bissleri (Felice Bissler), imported. 
Ferro-China-Blotto, Vittorio Blotto, New York City. 
Ferro-China Carlisi Tonic Bitters, C. Carlisi Co., New York City. 
Ferro-China-Columbia, Columbia Distilling Co., Albany, N. Y. 
Ferro-China-Dema, C. Matalone, Chicago, 111. 

Ferro-China-Florentino, Commercial Wine & Bottling Co., 182 Commercial Street, 
Boston, Mass. 
Ferro-China-Salus, Italo- American Liquor Mfg. Co., New York. 
Ferro-China-Trionfo, Basilea & Calandra, New York City. 
Ferro-China Universale, Imported. 
Ferro-Quina Bitters, D. P. Rossi, San Francisco, Cal. 
Fine £)ld Bitter Wine, Struzynski Bros., Chicago, 111. 

F. Miller & Co.'s ^tomach Bitters. 

Fort Henry Ginger Compoimd, Reed, Robb & Breiding, Wheeling, W. Va. 
Franz Urban Boonekamp of Maag Bitters, Wm. Straube, 1497 Twenty-fourth 
Street, Detroit, Mich. 
Grastrophan, Edward Rimsa, Chicago, 111. 

Genuine Bohemian Malted Bitter Wine Tonic, Edward Rimsa, Chicago, 111. 
Genuine Herb and Root Bitters, Schloemer & Stoppenbach, Milwaukee, Wis. 
Germania Herb, Root, and Fruit Tonic Bitters, Dr. F. G. Nordman, Chicago, 111. 
German Stomach Bitters, Geo. Kuevers, Granite City, 111. 
German Stomach Bitters, Wm. W. Torge, Waukesha, Wis. 
Ginger Tonic, Loewy Drug Co., Baltimore, Md. 
Graham's Brand Orange Bitters, Chas. Jacquin, New York (Hty. 
Green's Chill Tonic, M. V. Green, Selma, N. 0. 
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Gross Bros. Blood and Liver Tonic, Gross Bros., Illinois. 

Harrison's Quinine Tonic, I. X. L. Chemical Co., Chicago, 111. 

Health Bitters, H. Bitzegeio, Chicago, 111. 

Herb Bitters, Otto F. Lenzt, Petersburg, 111. 

Heublein's Calisaya Bitters, G. F. Heublein & Bro., New York City. 

Himmalia Tonic, C. 0. F. Burkstrom & Co., Chicago, 111. 

* Holland Type Bitters, John Bardenheier Wine <& Liquor Co., St. Louis, Mo. 
Holtzermann's Bitters, Ahrendt & Sons Co., Toledo^ Ohio. 

Hop Bitters, Hop Bitters Mfg. Co., Rochester, N. Y. 

Horke Vino, H. Obemauer & Co;, Pittsburgh, Pa. 

Humbolt Stomach Bitters, M. Eoenigsberger, Kansas City, Mo. 

I. X. L. Bitters, I. X. L. Chemical Co., Chicago, 111. 

Jack Pot Laxative Bitter Tonic, J. B. Scheuer Co., Chicago, 111. 

Jamaica Ginger, Yough Chemical Co., Connellsville, Pa. 

Jamaica Type Ginger Drops Compound, V. Gautier & Co., New York City. 

Jensen's Celebrated Kidney and liver Bitters, Hans Jensen Co., Chicago, 111. 

* Jensen Laxative Bitters, Hans Jensen Co., Chicago, 111. 
Jones Stomach Bitters,* Natchez Drug Co., Natchez, Miss. 
Jimiper Kidney Cure, Juniper Kidney Cure Co., Fort Smith, Ark. 

* Kaiser Wilhehn Bitters, B. P. Sexton Co., Sandusky, Ohio. 
Kapuziner Kloster Bitters, Union Wholesale Liquor Co., Chicago, 111. 
Karle's German Stomach Bitters, Karle German Bitters Co., Aberdeen, S. Dak. 
Katamo, Katamo Co., New York City. 

Kernel Stomach Bitters, Meyer Bros. Drug Co., St. Louis, Mo. 

Koehler's Stomach Bitters, Koehler Bitters Co., New York City. 

Kennedy's East India Bitters, Her & Co., Omaha, Nebr. 

Kidniwell, Brown Drug Co., Sioux Falls, S. Dak. 

Kil-A-Kol, Pond's Bitters Co., Chicago, 111. 

Kobolo Tonic Stomach Bitters, Kobolo Medicine Co., R. D. Weisskopf & Co., pro 
prietors, I7I4 South Ashland Avenue, Chicago, 111. 

Ko-Ca-Ama, The Wm. Brooks Medicine Co., Russellville« Ark. 

Kola and Celery Bitters, Milburn & Co., Baltimore, Md. 

*Kratos Wine Bitters, Rochester Distilling Co., Rochester, N. Y. 

Kreuzberger's Stomach Bitters, H. H. Shufeldt, Peoria, 111. 

Krummel's Bonekamp Maag Bitters, Hry. Krummel, New York City. 

Kudros, A. M. Hellmann & Co., St. Louis, Mo. 

Laxa Bark Tonic, Natchez Drug Co., Natchez, Miss. 

Lee's Celebrated Stomach Bitters, Lee's Anti-Trust Medicine Co., Joplin, Mo. 

♦Leipziger Burgunder Wein Bitters, Hochstadter Co., New York City. 

Lekko Stomach Bitters, Struzynski Bros., Chicago, 111. 

Liverine, T. S. Mitchell Co., Providence, R. I. 

Lutz Stomach Bitters, Chas. M. Lutz, Reading, Pa. 

Lyons Stomach Bitters, Lyons Bitters Co., Chicago, 111. 

Magador Bitters, E. J. Rose & Co., Tacoma, Wash. 

Magen Bitters, A. J. Waberksy, Chicago, 111. 

Magen Bitters, Mrs. Ingeborg Roemer, Milwaukee, Wis. 

Marks' Famous Stomach Bitters, R. Marks, Milwaukee, Wis. 

Marvelous Sweeping Model Wine Tonic, Marvelous Sweeping Model Wine Tonic 
Co., Chicago, 111. 

Mexican Stomach Bitters, Her & Co., Omaha, Nebr. 

Milbum's Kola & Celery Bitters, Milburn & Co., Baltimore, Md. 

Miller Brand Bitters, Pure Food Cordial C)o., New York City. 

Miod Honey Wine, Struzynski Broe., Chicago, 111. 

Nature's Remedy for Kidney Troubles and Blood Poisoning, Dr. J. T. Sumpter, 
Bowling Green, Ky. 

Neuropin, J. B. Scheuer Co., Chicago, 111. 

New Tonic Bitters, Chas. C. Miller, Chicago, HI. 
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Newton's Nutritive Elixir, Farker-Blake Co., New Orleans. 

Nibol Laxative Kidney and liver Bitters, Lobin Distilling Co., St. Louis, Mo. 

Novak's Stomach Elixir, Jno. Novak, Chicago, 111. 

♦Old Country Bitters, Hans Jensen Co., Chicago, 111. 

Oro Kidney and Liver Tonic, J. B. Stheuer Co., Chicago, 111. 

Our Ginger Brandy, Rex Bitters Co., Chicago, 111. 

Ozark Stomach Bitters, Lee's Anti-Trust Medicine Co., Joplin, Mo, 

Pale Orange Bitters, Field, Son & Co., London, England. 

Panama Bitters, Bichardson Drug Co., Omaha, Nebr. 

Panama Bitters, W. R. Reeve, Dorchester, Mass. 

Parker's Bitters, Louisiana Distillery Co. (Ltd.), New Orleans, La. 

Pater Emanuel's Herb Wine, The Ambrose Co., Bridgeport, Conn. 

Peppermint Drops Compound, V. Gautier & Co., New York City. 

Pepsin Stomach Bitters (E. L. Arp), Imported. 

Peptonic Stomach Bitters, Ross, Flowers & Co., Chicago and New York. 

Peruvian Bitters, Reed, Robb & Breiding, Wheeling, W. Va. 

Peter Paul Stomach Bitters, Paul P. Fasbender, Detroit, Mich. 

Peychaud's Bitter Wine Cordial, L. E. Jung & Co., New Orleans, La. 

PiLsener Bitter Wine, Prenstat Bitters Co., West, Tex. 

Pioneer Ginger Bitters, Dr. Koehler Medicine Co., Appleton, Wis. 

Pond's Ginger Brandy, Pond's Bitters Co., Chicago, 111. 

Pond's Rock and Rye, Pond's Bitters Co., Chicago, 111. 

Quinquina Dubonnet, Imported. 

Red Jacket Bitters, Monheimer & Co., Chicago, lU. 

Rex Elixir of Bitter Wine, Rex Bitters Co., Chicago, 111. 

Rex Ginger and Brandy Tonic, Rex Bitters Co., Chicago, 111. 

Rex Ginger, Rex Bitters Co., Chicago, 111. 

Rex Horehound Tonic, Rex Bitters Co., Chicago, 111. 

Rheinstrom's Stomach Bitters, Rheinstrom Bros., Cincinnati, Ohio. 

Richard's Celebrated Tonic Bitters, Minneapolis Drug Co., Minneapolis, Minn. 

Riley's Kidney Cure, Jas. S. Riley, Hayne, N. C. 

Rimsovo Malto-Sovo Vino Chino, Ed. Rimsa, Chicago, 111. 

Rockandy Cough Cure. 

Root Plant Medicinal Gin, Lobin Distilling Co., St. Louis, Mo. 

Rosolio, The Cordial Tanna Co., Cleveland, Ohio. 

Royal Pepsin Tonic, L. & A. Scharff, St. Louis, Mo. 

Royal Pepsin Stomach Bitters, L. & A. Scharff, St. Louis, Mo. 

S. B. 0. Essence of Peppermint, Star Bitters Co., Sacramento, Cal. 

S. B. C. Extract of Jamaica Ginger, Star Bitters Co., Sacramento, Cal. 

8. B. C. Ginger and Brandy Compound, Star Bitters Co., Sacramento, Cal. 

S. B. C. Wild Cherry Tonic, Star Bitters Co., Sacramento, Cal. 

Sanitas Stomach Bitters, Sanitas Tonic Medicine Co., Chicago, 111. 

Sarasina Stomach Bitters, Wm. Blech, New York City. 

St. Rafael Quinquina, Imported-Scheetz. 

Schier's Famous Bitters, Wendelin Schier, Alexandria, Ind. 

Schmit's Celebrated Strengthening Bitters, Schmit Pharmacal Co., Evansville, Ind. 

Schroeder's German Bitters, Milbum & Co., Baltimore, Md. 

Schuster's Bitters with Pepsin, The Schuster Co., Cleveland, Ohio. 

Serravallo's Tonic, J. Serravallo's Pharmacy, Trieste, Austria. 

Simon's Aromatic Stomach Bitters, Samuel B. Schein, St. Paul, Minn. 

Sirena Tonic, Sirena Manufacturing Co., New York City. 

Smart Weed, Francis Cropper Co., Chicago, 111. 

Smith's Bitters, Van Natta Drug Co., St. Joseph, Mo. 

Smith's Vitalizing Bitters, Ben Smith, Scranton, Pa. 

Smyrna Bitters, Smyrna Bitters Co., Dayton, Ohio. 

Steinkonig's Stomach Bitters, Adam Steinkonig, Cincinnati, Ohio. 

Stomach Bitters, Imported by J. G. & J. Boker, New York City. 
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Strauss Exhilarator, Wm. H. Strauss, Reading, Pa. 
Sure Thing Tonic, Furst Bros., Cincinnati, Ohio. 
Tatra, B. Zeman, Chicago, 111. 

*Three-in-One (3 in 1) Tonic, Fialla & Eppler (Inc.), New York City. 
Tokay Quinine Iron Wine, Burger & Erdeky, CSiicago, 111. 
Tolu Rock and Rye. 
— Tolu Rock Candy Cordial, Meyer Bros. Drug Co., St. Louis, Mo. 
True's Magnetic Cordial, Standard Chemical Co., Fort Smith, Ark. 
U-Go, Fritz T. Schmidt & Sons, Davenport, Iowa. 

Uncle Josh's Dyspepsia Cure, Dr. Worthington's Drug Co., Birmingham, Ala. 
Underberg's Boonekamp Maag Bitters, Imported by Luyties Bros., New York City. 
Vermouth StomachBitters, Lobin Distilling Co., St. Louis, Mo. 
Vigo Bitters, F. C. Altmeier & Co., Chicago, 111. 
Vigor-lix, Greenbaum Bros., Louisville, Ky. i 

Vin de Michael, Imported. 
Vin Mariani, Mariani & Co., New York City. 
Walker's Tonic, Dreyfuss, Veil & Co., Paducah, Ky. 
Webb's A No. 1 Tonic, Webb's Cooperative Co., Sacramento, Cal. 
Westphalia Stomach Bitters, E. R. Behlers, St. Louis, Mo. 
White Cross Bitters, V. Gautier, New York City. 
Williams* Kidney Relief, Parker, Blake & Co., New Orleans, La. 
Wine of Chenstohow, Skarzynski & Co., Bu£Falo, N. Y. 
Wine of Pomelo, with Beef and Iron, Irondequoit Wine Co., Rochester, N. Y, 
Wine Zdrowia, American Bitter Wine Co., Chicago, lU. 
Woodbury Brand Bitters, Steinhart Bros. & Co., New York City. 
Zeman's Medicinal Bitter Wine, B. Zeman, Chicago, 111. 
Zien Stomach Bitters, Zien Bros., Milwaukee, Wis. 
Ziz-Zag, Walker's Tonic Co., Paducah, Ky. 

Manufacturers of the preparations listed herein can not legally use 
in such manufacture distilled spirits produced from materials fer- 
mented after September 8^ 1917, nor distilled spirits taxable at the 
rate of $2.20 per gallon. 

Daniel C. Ropee, 
Commissioner of Internal Revenue. 



(T. D. 2545.) 
AUowanees for losses in bonded wareTieuses. 

Allownnce for loss of wines at bonded wineries and bonded storerooms not to exceed 
3} per cent of the quantity removed tax paid. 

Teeasuet Depaetment, 
Oppiob of Commissionee OP Inteenal Revenue, 

WasUngion, D. C, October 16, 1917. 
CoiXEOTOE Inteenal Revenue, 

New Orleans J La. 
Sie: (1) This office acknowledges the receipt of your letter of the 
17th instant, inclosing a copy of a letter from the California Wine 
Association relative to allowance for loss by evaporation claimed as 
to wine received and disposed of from November 11, 1916, to August 
25, 1917. You state that very little of this wine was on storage for 
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more than six months and ask to be advised relative to what allow- 
ance may be made. 

(2) In reply, you are informed that an allowance not exceeding 
3i per cent of the guantity of wiries removed tax paid will be made 
for shrinkage, evaporation, soakage, and breakage at both bonded 
wineries and bonded storerooms. 

(3) This office has held that wines in transit are entitled to the 
same allowance as wines on storage; and therefore losses occurring 
in transit will be included in this allowance, not exceeding 3} per cent. 
In order that there may be no confusion in the records of the different 
bonded premises between which wines are shipped in bond, the propri- 
etors of the bonded premises to which the wines are shipped should 
take up on their monthly reports the exact quantity reported shipped; 
unless there has been a large loss in transit caused by accident or 
other casualty, in which case a claim should be immediately -for- 
warded to the Commissioner of Internal Revenue, as set forth in 
paragraph 9 relative to excessive losses. 

(4) In order to relieve the winemaker and bonded dealer from 
taking inventory of stock each month for the purpose of determining 
the actual loss by shrinkage, etc., during the month for which the 
return (Form 702) is rendered, a conditional allowance of 3J per cent 
of the quantity of wine removed tax paid during the month will be 
made, subject to such corrections as may be found necessary upon 
the taking of the inventory at the close of each business year, as 
provided in paragraphs 5 and 6. 

(6) Every wine maker and every bonded dealer will annually at 
the close of each business year take an inventory of all wines imder 
each rate of tax actually remaining on their premises at that time, 
and will notify the collector of the district in which the bonded 
premises is located of the date on which said inventory is to be taken 
each year. 

(6) On the last page of Form 702 for the month during which the 
inventory is taken a statement will be made in red ink showing the 
quantity of wine under each rate of tax on hand at the date the 
inventory is taken, according to the records on Form 702, and also 
the quantity of wine actually found to be on hand according to the 
inventory. Any excess or deficiency should also be shown, as in the 
statement below: 



Not oy«r 

14 
per cent. 



Over 14 
percent 
but not 
over 21 
percent. 



Over 21 
percent 
out not 
over 24 
percent. 



On hand: 1 

Per Form 702 

Per inventory 

Ezoees found (per Inventory) 

Deficiency found (per inventory). 



40,000 

40, MO 

600 



60,000 
48,600 



1,000 
1,000 



1,600 



1 Here fill in date on which inventory is taken. 
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(7) Where the quantity found to be actually on hand is in excess 
of that reported in the summary on Form 702, such excess will be 
charged back in the account by entering the same in red ink on a 
line following the first Une in the summary, which states the amount 
on hand the first day of the month, and will be charged as '^ Excess 
as per inventory." The quantity reported as on hand the last day of 
the month will then be the quantity actually on hand on that date. 

(8) If, on the other hand, the quantity foimd to be on hand is 
less than the quantity reported on hand (which has been deter- 
mined by deducting the estimated allowance on tax-paid withdrawals 
above provided for), the tax on such deficiencies will be assessed and 
collected, imless allowance is made as provided in paragraph 9. 

(9) Where loss, as above stated, is claimed in addition to 3 J per 
cent of the quantity of wines removed tax paid, or where an allow- 
ance is asked on account of accidental loss by fire or other casualty, 
such claims must be supported by sworn statements fully setting 
forth the cause, nature, and extent of t^e loss, and must be certified 
to by the collector of the district before being transmitted to the 
Commissioner of Internal Revenue. 

(10) The allowance for losses occurring since September 8, 1916, 
will be computed on the quantity of wines removed tax paid since 
that date, as provided above. 

(11) Article 16 of supplement No. 2, regulations No. 28, is hereby 
amended accordingly. 



Respectfully, 



Approved: 

OsoAB T. Crosby, . 

Acting Secretary of the Treasury. 



Daniel C. Ropeb, 
Commissioner of Internal Revenue, 



(T. D. 2546.) 
Special tax — Retail liquor dealers compounding spirits. 

Any retail liquor dealer who manufactures compound liquors, except to fill bar 
orders previously received, held liable as rectifier. — ^T. D. 1014 of June 19, 1906, 
revoked. 

Treasuey Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., October 23, 1917. 
To collectors of internal revenue and others concerned: 

In T. D. 1014, dated June 19, 1906, and at other times it has been 
held that a retail liqu9r dealer may manufacture compound liquors in 
quantities not exceeding 5 gallons and keep them for his own con- 
venience in filling orders received at the bar without being charged 
with liability to special tax as rectifier. 
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In view of the tax of 15 cents per proof gallon imposed by section 
304 of the act of October 3, 1917, upon all mixtures produced in such 
manner as to cause the person mixing them to be a rectifier within 
the meaning of section 3244, Revised Statutes, it has been deemed 
advisable to withdraw the privilege thus extended to retailers. 

You are accordingly directed to give publicity among the liquor 
trade to the position now taken by this oflEice, which is that any person 
who manufactures a compound Uquor in such manner as to bring him 
within tiie definition of a rectifier contained in the said section 3244 
shall be considered liable to special tax as such, except, of course, 
that a person manufacturing a compound Uquor for personal con- 
sumption, and not for sale, shall not be charged with Uability; nor 
shall a retail liquor dealer so long as he does no compounding in 
advance of sale, but compounds solely to fill orders for drinks received 
at the bar, after such orders have been received. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



(T. D. 2547.) 

War-revenue law. 

Synopsis of decisions on questions relating to the war-ievenue act of October 3, 1917. 

Teeasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., October S2, 1917. 
The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to the war-revenue act of October 3, 
1917, is pubHshed for the information of revenue officers and others 
concerned. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



Admissions and dues. — (1) The tax imposed by section 70Q attaches 
upon subscriptions to racing associations regardless of whether or 
not the subscriber attends any of the meets. The association itself 
may pay the tax due for persons admitted free. The provision of 
the section which allows "bona fide employees" to be admitted tax 
free applies only to actual employees of the association and not to 
employees of the owners of racing horses, etc. 

(2) The word "proceeds'' as used in section 700 means gross 
receipts less payments of proper expenses, or, in other words, "net 
proceeds." If the net proceeds "inure exclusively to the benefit of 
reUgious, educational, or charitable institutions, societies, or organi- 
zations," no tax is collectible on the admissions. 

Distilled spirits tax pond on October 2, 1917, but spirits n>ot mthr 
drawn prior to the approval ofwar^evenue act. — The date of withdrawal 
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by distillers controls, and since the spirits were not withdrawn prior 
to the inception of the new legislation they can not now lawfully be 
withdrawn until the full ta^^ under the new law is paid. 

Exemption of $200 for each child, — ^An additional exemption of 
$200 provided for by the act for each child applies to the nonnal tax 
of 2 per cent imposed by the act of September 8, 1916, and to the 
additional normal tax of 2 per cent imposed by the act of October 3, 
1917. 

FUxyr tax—Secthons 600, 601, amd 602.— (1) Alcohol held on October 
3, 1917, by manufacturers of proprietary medicines for use in manu- 
facture as an ingredient in the manufacture of medicines is subject 
to the floor tax, unless on the day the act took effect it was in process 
of manufacture and had been r^ridered unfit for beverage purposes. 

(2) Where a corporation operates one or more retail stores and 
under the same name, but separately as far as bookkeeping and 
stock keeping are concerned, the corporation's inventory return of 
stock on hand should include only that in the wholesale department. 
Where the bookkeeping and stock keeping of the wholesale and retail 
departments of establishments are kept separate, they will be re- 
garded as if they were separate and distinct departments, and the 
retail stock will not be subject to the floor tax. 

(3) Goods shipped and invoiced prior to October 4 are the property 
of the consignee and if shipped to a wholesaler are subject to the 
floor tax. If, however, title is reserved in the manufacturer, he is 
subject to the manufacturer's tax and the wholesaler is relieved from 
the floor tax. The time when title passes depends upon the intention 
of the parties. In the absence of an intention to the contrary, title is 
assumed to pass from the seller to the buyer upon the delivery of the 
goods to the carrier. 

(4) Where a manufacturer consigns his entire product to a retailer, 
retaining ownership in the same until disposed of by the retailer, 
the manufacturer is required to make return, under oath, of all goods 
sold to the retailer from and after October 4, and to enable him to do 
so he must secure monthly returns from the retailer of the goods sold 

On and after passage of the act. — ^The war revenue taxes on distilled 
spirits, fermented liquors, and wines removed from the place of pro- 
duction or storage in bond take effect ''on and after the passage of 
this act." This means on and after the morning of October 4, 1917. 

Sales, excise taxes on — Sections 600, 601, and 602, — (1) Are goods 
manufactured in the United States and sold to persons in foreign 
countries subject to the tax ? 

There is no exemption in favor of goods which are to be exported. 
The United States Supreme Court in numerous cases has held that 
such a tax does not constitute a tax on exports, or on articles exported, 
within the meaning of the Constitution. **A general tax, laid on all 
property aUke and not levied on goods in course of exportation, nor 
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because of their intended exportation, is not within the constitutional 
prohibition." Turpin v. Burgess (117 U. S., 504). 

(2) In computing the price at which goods are sold may the usual 
trade discounts be deducted from the price thereof for the purpose of 
ascertaining the tax ? 

The amoimt of tax is determined by the price at which the goods 
are actually sold by the manufacturer, producer, or importer. Hence 
discoimts would be deducted from the list price. 

(3) Are net or gross sales to be reported ? That is, may there be 
deducted from the sales of each month merchandise which has been 
sold in a previous month and which is returned during the month in 
which the report is made ? 

The merchandise becomes taxable when the manufacturer parts 
with his title in it, and all taxable goods actually sold should be 
reported. However, goods which are delivered to the buyer subject 
to his approval or to other conditions, and the property right to them 
is reserved to the seller, are not to be reported until the completion 
of the sale. 

(4) In the case of parts of golf clubs sold to golf professionals in the 
rough — that is, iron heads, wooden heads, leather straps for handles 
and shafts — and these separate parts are assembled by the professional 
and the completed club sold by him, who is the manufacturer of the 
golf club and when is this tax payable ? 

"Iron heads," "wooden heads," etc., are not golf clubs, neither are 
they parts of games within the meaning of the statute. The one who 
produces the finished product is the manuf actmrer and is charged with 
the tax. 

(5) A manufacturing company disposes of a portion of its output 
through a selling corporation, of which it owns all the capital stock. 
Is the transfer by the parent company to the subsidiary a sale within 
the meaning of the act subjecting the parent company to the tax ? 

The transfer from the manufacturing corporation to the selling cor- 
poration is a sale, provided the price at which the article is sold or 
charged to the distributing corporation is no less than is charged to 
the independent outside distributors under similar conditions. The 
selling corporation is liable to the floor tax on all articles subject to 
tax which have been charged and delivered to it prior to October 4, 
1917, and thereafter the manufacturing company should pay tax 
upon delivery of all articles to the selling corporation as upon sales, 
the price fixed in no case to be less than the price at which the taxable 
article is sold to independent distributors under similar conditions. 

Thirty days after passage of act — Sections 400, 401, and 404- — ^These 
sections take effect on the thirtieth day after October 3, viz, November 
2, 1917. 

WiOiholding of tax on income of foreign corporations on and after 
October 4, 1917. — ^Paying agents of interest on bonds of domestic cor- 
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porations owned by foreign corporations not engaged in business in 
the United States and having no office or place of business therein are 
required to deduct and withhold the tax of 6 per cent on and after 
October 4, 1917. 

(T. D. 2548.) 

Distilled spirits. 

Various changes in regulations relating to marking, branding, and stamping. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, October 4, 1917. 
To collectors of internal revenue^ 

rectifiers^ and others interested: 
Section 304 of the new revenue measure provides, among other 
things, that — 

All distilled spirits taxable under this section shall be subject to uniform 

regulations concerning the use thereof in the manufacture, blending, com- 

' pounding, mixing, marking, branding, and sale of whisky and rectified spirits, 

and no discrimination whatsoever shall be made by reason of a difference in 

the character of the material from which same may have been produced. 

Hereafter, therefore, all products of rectification from molasses, 
spirits, or spirits other than grain at rectifying houses, will be 
marked and branded in the same maimer as spirits derived from 
grain. All regulations in conflict herewith are accordingly revoked. 

In Mim. 1613, dated September 12, 1917, the following instruc- 
tion occurs in regard to the collection of the 15-cent tax on rectified 
spirits: 

The tax is to be computed on the proof gaUons, which include two decimal 
places and which should be written in the body of the stamp by the officer 
issuing same. 

This instruction is hereby modified so as to read as follows: 

The tax is to be computed on the proof gallons, but the second decimal place 
Is to be disregarded following the practice authorized in taxpaying spirits at 
distilleries, and the proof gallons will be written in the body of the stamp 
by the officer Issuing same. 

Section 306 of said measure provides as follows : 

That hereafter collectors of internal revenue shall not furnish wholesale 
liquor dealers* stamps in lieu of and in exchange for stamps for rectified spirits 
unless the package covered by stamp for rectified spirits is to be broken into 
smaller packages. 

The CJommissioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, is authorized to discontinue the use of the following stamps 
whenever in his Judgm^it the interests of the Government will be subserved 
thereby : 

Distillery warehouse, special bonded warehouse, special bonded rewarehouse, 
general bonded warehouse, general bonded retransfer, transfer brandy • • • 
and export fermented Uquor stamps. 
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Collectors will decline to furnish wholesale liquor deates' stamps 
in lieu of or in exchange for stamps for rectified spirits unless the 
package covered by the stamp for rectified spirits is to be broken 
into smaller packages. Packages properly protected by stenps for 
\ rectified spirits must not be changed into wholesale liquor dealers' 
packages except where subdivision of the contents is absolutely neces- 
sary for commercial reasons. This will make it necessary for bottlers 
of rectified spirits (unless they are willing to subdivide the original 
ractifier's package) to bottle directly from the package covered by 
stamps for rectified spirits, which may be of large capacity, not 
exceeding, however, 500 gallons, and which may be covered by more 
than one stamp, if necessary, to denote the entire quantity. 

While the present edition of stamps is being used it will be neces- 
sary for rectifiers to draw their product into packages of suflScient 
size so that the contents will amount to not less than 5 proof gallons, 
which is the least quantity that can be covered by the current edition 
of stamps. Where packages of rectified spirits contain between 5 
and 10 gallons, it will be necessary for the rectifier, in applying for 
tax-paid stamps, to adjust the wantage so that the tenths of a gallon 
will be less than 5, inasmuch as the figures on the right side of the 
coupons do not run higher than the figure 4. 

Under the section above quoted, the use of distillery warehouse, 
special bonded warehouse, special bonded rewarehouse, general 
bonded warehouse, general bonded retransfer, and transfer brandy 
stamps is hereby discontinued, such discontinuance to be effective on 
and after November 1, 1917. 

In lieu of the warehouse stamps heretofore required on the heads 
of packages of distilled spirits when entered into warehouse the 
gauging oflicer who performs the entry gauge will, without the pres- 
ence of any other officer, affix his canceling stencil in the same rela- 
tive position as heretofore. No number of a distillery warehouse 
stamp will be marked on the head of the package, but all other re- 
quired marks and brands will be placed thereon as heretofore. Like 
practice will obtain in reference to special bonded warehouse, spe- 
cial bonded rewarehouse, general bonded warehouse, general bonded 
retransfer, and transfer brandy stamps — ^that is to say, the stamps 
will be omitted from the head and all reference thereto will be omitted 
from the marks, but in lieu of the stamp the canceling stencil of the 
gauging officer will be applied to the head as above required. 

Inasmuch as the discontinuance of export stamps for fermented 
liquors would affect the present method of accounting for export 
fermented liquors, it is not deemed expedient for the present to 
require the discontinuance of the use of such stamps. 

Daniel C. Roper, 

Approved : Com/missioner of Internal Revenue, 

Oscar T. Crosby, 

Acting Secretary of the Treasury. 
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(T. D. 2549.) 

tneome tax act of Septemher 8, 1916, as amended hy act of October S, 
1917 J and war income tax act of October 5, 1917, effective October 4, 
1917, except as otherwise provided, 

Tbeasubt Depabtment, 
Oppiob of Commissioner of Internal Revenue, 

WasUngton, D. C, October 20, 1917. 
To coUectoTS of internal reverme and others concerned: 

The appended extracts from the act of Congress, approved Septem- 
ber 8, 1916, as amended by act of Congress approved October 3, 1917 
(an act to uxcrease the revenue, and for other purposes), and extracts 
from an act of Congress, approved October 3, 1917 (an act to provide 
revenue to defray war expenses, and for other purposes), are pub- 
lished for the information of internal-revenue officers and othei^ 
concerned. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



(PnbUo No. 271, Mth Congress— H. R. 16763.) 
an act To inortaM tht reT«Daoy and for otbor parposee. 

TITLE I.— INCOME TAX. 
Pabt I. — On Individuals. 

Sec. 1. (a) That there shall be levied, assessed, collected, and paid annually 
upon the entire net income received in the preceding calendar year from all sources 
by every individual, a citizen or resident of the United States, a tax of two per centum 
upon such income; and a like tax shall be levied, assessed, collected, and paid 
annually upon the entire net income reccdved in the preceding calendar year from 
all sources within the United States by every individual, a nonresident alien, includ- 
ing interest on bonds, notes, or other interest-bearing obligations of residents, corporate 
or otherwise. 

(b) In addition to the income tax imposed by subdivision (a) ot this section (herein 
referred to as the normal tax) there shall be levied, assessed, collected, and paid 
upon the total net income of every individual, or, in the case of a nonresident alien, 
the total net income received from all sources within the United States, an additional 
Bcome tax (herein referred to as the additional tax) of one per centum per annum 
upon the amount by which such total net income exceeds $20,000 and does not exceed 
$40,000, two per centum per annum upon the amount by which such total net income 
exceeds $40,000 and does not exceed $60,000, three per centum per annum upofi 
the amount by which such total net income exceeds $60,000 and does not exceed 
$80,000, four per centum per annum upon the amount by which such total net income 
exceeds $80,000 and does not exceed $100^000, five per centum per annum upon 
the amount by which such total net income exceeds $100,000 and does not exceed 
$160,000, six per centum per annum upon the amount by which such total net income 
exceeds $160,000 and does not exceed $200,000, seven per centum per annum upon 
the amount by which such total net income exceeds $200,000 and does not exceed 
$260,000, eight per centum per annum upon the amount by which such total net 
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income exceeds $250,000 and does not exceed $300,000, nine per centum per annum 
upon the amount by which such total net income exceeds $300,000 and does not 
exceed $500,000, ten per centum per annum upon the amount by which such total 
net income exceeds $500,000 and does not exceed $1,000,000, eleven per centum 
per annum upon the amount by which such total net income exceeds $1,000,000 
and does not exceed $1,500,000, twelve per centum per annum upon the amount by 
which such total net income exceeds $1,500,000 and does not exceed $2,000,000, 
and thirteen per centum per annum upon the amount by which such total net income 
exceeds $2,000,000. 

For the purpose of the additional tax there shall be included as income the income 
derived from dividends on the capital stock or from the net earnings (A any corpo. 
ration, joint-stock company or association, or insurance company, except that in the 
case of nonresident aliens such income derived from sources without the United 
States shall not be included. 

All the provisions of this title relating to the normal tax on individuals, so fur as 
they are applicable and are not inconsistent with this subdivision ahd section three, 
shall apply to the imposition, levy, assessment, and collection of the additional tax 
imposed under this subdivision. 

(c) The foregoing normal and additional tax rates shall apply to the entire net 
income, except as hereinafter provided, received by every taxable person in the 
calendar year nineteen hundred and sixteen and in each calendar year thereafter. 

INCOMB DBFINED. 

Sec. 2. (a) That, subject only to such exemptions and deductions as are herein- 
after allowed, the net income of a taxable person shall include gains, profits, and 
income derived from salaries, wages, or compensation for personal service of whatever 
kind and in whatever form paid, or from professions, vocations, businesses, trade, 
commerce, or sales, or dealings in property, whether real or personal, growing out of 
the ownership or use of or interest in real or personal property, also from interest, rent, 
dividends, securities, or the transaction of any business carried on for gain or profit, 
or gains or profits and income derived from any source whatever. 

(b) Income received by estates of deceased persons during the period of adminiB- 
tration or settlement of the estate, shall be subject to the normal and additional tax 
and taxed to their estates, and also such income of estates or any kind of property 
held in trust, including such income accumulated in trust for the benefit of unborn 
or unascertained persons, or persons with contingent interests, and income held for 
future distribution under the terms of the will or trust shall be likewise taxed, the 
tax in each instance, except when the income is returned for the purpose of the tax 
by the beneficiary, to be assessed to the executor, administrator, or trustee, as the 
case may be: Provided, That where the income is to be distributed annually or regu« 
larly between existing heirs or legatees, or beneficiaries the rate of tax and method 
of computing the same shall be based in each case upon the amount of the individual 
ehare to be distributed. 

Such trustees, executors, administrators, and other fiduciaries are hereby 
indemnified against the claims or demands of every beneficiary for all payments 
of taxes which they shall be required to make under the provisions of this title, and 
they shall have credit for the amount of such payments against the beneficiary or 
principle in any accounting which they make as such trustees or other fiduciaries. 

(c) For the purpose of ascertaining the gain derived from the sale or other dispo- 
sition of property, real, personal, or mixed, acquired before March first, nineteen 
hundred and thirteen, the fair market price or value of such property as of March 
first, nineteen hundred and thirteen, shall be the basis for determining the amount 
of such gain derived. 
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ADDITIONAL TAX INCLUDES UNDISTRIBUTED PROFITS 

Sec. 3. For the purpose of the additional tax, the taxable income of any indi- 
vidual shall include the share to which he would be entitled of the gains and profits, 
if divided or distributed, whether divided or distributed or not, of all corporations, 
joint-stock companies or associations, or insurance companies, however created or 
oiiganized, formed or fraudulently availed of for the purpose of preventing the impo- 
sition of such tax through the medium of permitting such gains and profits to accumu- 
late instead of being divided or distributed; and the fact that any such corporation, 
joint-stock company or association, or insurance company, is a mere holding com- 
pany, or that the gains and profits sire permitted to accumulate beyond the reasonable 
needs of the business, shall be prima facie evidence of a fraudulent purpose to escape 
such tax; but the fact that the gains and profits are in any case permitted to accumu- 
late and become surplus shall not be construed as evidence of a purpose to escape 
the said tax in such case unless the Secretary of the Treasury shall certify that in 
his opinion such accumulation is unreasonable for the purposes of the business. 
When requested by the Commissioner of Internal Revenue, or any district collector 
of internal revenue, such corporation, joint-stock company or association, or insurance 
company shall forward to him a correct statement of such gains and profits and the 
names and addresses of the individuals or shareholders who would be entitled to 
the same if divided or distributed. 

INCOME EXEMPT FROM LAW. 

Sec. 4. The following income shall be exempt from the provisions of this title: 
The proceeds of life insurance policies paid to individual beneficiaries upon the 
death of the insured; the amount received by the insured, as a return of premium or 
premiums paid by him under life insurance, endowment, or annuity contracts, either 
during the term or at the maturity of the term mentioned in the contract or upon 
surrender of the contract; the value of property acquired by gift, bequest, devise, 
or descent (but the income from such property shall be included as income); interest 
upon the obligations of a State or any political subdivision thereof or upon the obli 
gations of the United States (but, in the case of obligations of the United States issued 
after September first, nineteen hundred and seventeen, only if and to the extent 
provided in the Act authorizing the issue thereofy or its possessions or securities 
issued under the provisions of the Federal Farm Loan Act of July seventeenth, nine- 
teen hundred and sixteen; the compensation of the present President of. the United 
States during the term for which he has been elected and the judges of the supreme 
and inferior courts of the United States now in office, and the compensation of all 
officers and employees of a State, or any political subdivision thereof, except when 
such compensation is paid by the United States Government. 

DEDUCTIONS ALLOWED. 

Sec. 5. That in computing net income in the case of a citizen or resident of the 

United States— 
(a) For the purpose of the tax there shall be allowed as deductions — 
First. The necessary expenses actually paid in carrying on any business or trade, 

not including personal, living, or family expenses; 

1 Public No. 43, 66th Congress (H. R. 5901) An Act to authorize an additional issue of bonds to meet 
expenditures for the national security and defense, and for other purposes.~Approved Sept. 24, 1917. 

Sec. 7. That none of the bonds authorized by section one, nor of the certificates authorized by section 
fly«, or by section six, of this Act, shall bear <!he circulation privilege. All such bonds end certificates 
ihaU be exempt, both as to principal and interest from all taxation now or hereafter imposed by the 
United States, any State, or any of the possessions of the United States, or by any local taxing authority, 
except (a) estate or inheritance taxes, and (b) graduated additional income taxes, commonly known as sur- 
taxes, and exeets profits and war-proftts taxes, now cr hereafter imposed by the United States, upon the 
income or profits of individuals, partnerships, associations, or corporations. The interest on an amount 
of such bonds and certificates the principal of tohieh does not exceed in the aggregalU 95,000, owned by any 
individual, partnership, association, or corporation, «AaU he exempt from the taxes provided for in sub- 
dlTlBtoB (b) of tills Motlcm. 
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Second. All intereet paid within the year on his indebtedness except on indebted- 
ness incurred for the purchase of obligations or securities the interest upon which is 
exempt from taxation as income under this title; 

Third. Taxes paid within the year imposed by the authority of the United States 
(except income and excess profits taxes) or of its Territories, or possessions, or any 
foreign country, or by the authority of any State, county, school district, or munici- 
pality, or other taxing subdivision of any State, not including those assessed against 
local benefits; 

Fourth. Losses actually sustained during the year, incurred in his business or trade, 
or arising from fires, storms, shipwreck, or other casualty, and from theft, when such 
losses are not compensated for by insurance or otherwise: Provided, That for the 
purpose of ascertaining the loss sustained from the sale or other disposition of prop- 
erty, real, personal, or mixed, acquired before March first, nineteen hundred and 
thirteen, the fair market price or value of such property as of March first, nineteen 
hundred and thirteen, shall be the basis for determining the amount of such loss 
sustained; 

Fifth. In transactions entered into for profit but not connected with his business 
or trade, the losses actually sustained therein during the year to an amount not ex- 
ceeding the profits arising therefrom; 

Sixth. Debts due to the taxpayer actually ascertained to be worthless and charged 
off within the year; 

Seventh. A reasonable allowance for the exhaustion, wear and tear of property aris- 
ing out of its use or employment in the busipess or trade; 

Eighth, (a) In the case of oil and gas wells a reasonable allowance for actual reduc- 
tion in flow and production to be ascertained not by the flush flow, but by the settled 
production or regular flow; (b) in the case of mines a reasonable allowance for deple- 
tion thereof not to exceed the market value in the mine of the product thereof, which 
has been mined and sold during the year for which the return and computation are 
made, such reasonable allowance to be made in the case of both (a) and (b) under 
rules and regulations to be prescribed by the Secretary of the Treasury: Provided, 
That when the allowances authorized in (a) and (b) shall equal the capital originally 
invested, or in case of purchase made prior to March first, nineteen hundred and thir- 
teen, the fair ma/ket value as of that date, no further allowance shall be made. No 
deduction shall be allowed for any amount paid out for new buildings, permanent 
improvements, or betterments, made to increase the value of any property or estate, 
and no deduction shall be made for any amount of expense of restoring property or 
making good the exhaustion thereof for which an allowance is or has been made. 

Ninth. Contributions or gifts actually made within the year to corporations or 
associations organized and operated exclusively for religious, charitable, scientific, 
or educational purposes, or to societies for the prevention of cruelty to children or 
animals, no part of the net income of which inures to the benefit of any private stock- 
holder or individual, to an amount not in excess of fifteen per centum of the taxpayer's 
taxable net income as computed without the benefit of this paragraph. Such contri- 
butions or gifts shall be allowable as deductions only if verified under rules and regu- 
lations prescribed by the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury. 

CREDITS ALLOWED. 

(b) For the purpose of the normal tax only, the income embraced in a personal 
return shall be credited with the amount received as dividends upon the stock or 
from the net earnings of any corporation, joint-stock company or association, trustee, 
or insurance company, which is taxable upon its net income as hereinafter provided; 

(c) A like credit shall be allowed as to the amount of income, the normal tax upon 
which has been paid or withheld for payment at the source of the income under thef 
provisions of this title. 
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NONRESIDENT ALIENS. 

Sec. 6. That in computiiig net income in the case of a nonresident alien — 

(a) For the purpose of the tax there shall be allowed as deductions — 

First. The necessary expenses actually paid in carrjdng on any business or trade 
conducted by him within the United States, not including personal, living, or feunily 
expenses; 

Second. The proportion of all interest paid within the year by such person on his 
indebtedness (except on indebtedness incurred for the purchase of obligations or 
securities the interest upon which is exempt from taxation as income under this 
title) which the gross amount of his income for the year derived from sources within 
the United States bears to the gross amount of his income for the year derived from 
all sources within and without the United States, but this deduction shall be allowed 
only if such person includes in the return required by section eight all the informa- 
tion necessary for its calculation; 

Third. Taxes paid within the year imposed by the authority of the United States 
(except income and excess profits taxes) or of its Territories, or possessions, or by 
the authority of any State, coimty, school district, or municipality, or other taxing 
subdivision of any State, paid within the United States, not including those assessed 
against local benefits; 

Fourth. Losses actually sustained during the year, incurred in business or trade 
conducted by him within the United States, and losses of property within the United 
States arising from fires, storms, shipwreck, or other casualty, and from theft, when 
such losses are not compensated for by insurance or otherwise: Provided, That for the 
purpose of ascertaining the amount of such loss or losses sustained in trade, or specu- 
lative transactions not in trade, from the same or any kind of property acquired 
before March first, nineteen hundred and thirteen, the fair market price or value of 
such property as of March first, nineteen himdred and thirteen, shall be the basis 
for determining the amount of such loss or losses sustained; 

Fifth. In transactions entered into for profit but not connected with his business 
or trade, the losses actually sustained therein during the year to an amoimt not ex- 
ceeding the profits arising therefrom in the United States; 

Sixth. Debts arising in the course of business or trade conducted by him within 
the United States due to the taxpayer actually ascertained to be worthless and charged 
off within the year; 

Seventh. A reasonable allowance for the exhaustion, wear and tear of property 
within the United States arising out of its use or employment in the business or trade; 
(a) in the case of oil and gas wells a reasonable allowance for actual reduction in flow 
and production to be ascertained not by the flush flow, but by the settled production 
or regular flow; (b) in the case of mines a reasonable allowance for depletion thereof 
not to exceed the market value in the mine of the product thereof which has been 
mined and sold during the year for which the return and computation are made, such 
reasonable allowance to be made in t^ case of both (a) and (b) under rules and regu- 
lations to be prescribed by the Secretary of the Treasury: Provided, That when the 
allowance authorized in (a) and (b) shall equal the capital originally invested, or 
in case of purchase made prior to March first, nineteen himdred and thirteen, the 
fair market value as of that date, no further allowance shall be made. No deduction 
flhall be allowed for any amount paid out for new buildings, permanent improvements, 
or betterments, made to increase the value of any property or estate, and no deduction 
shall be made for any amount of expense of restoring property or making good the 
exhaustion thereof for which an allowance is or has been made. 

(b) There shall also be allowed the credits specified by subdivisions (b) and (c) of 
section five. 

(c) A nonresident alien individual shall receive the benefit of the deductions and 
credits provided for in this section only by filing or causing to be filed with the collector 

76551*— VOL 19—17 16 
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of internal revenue a true and accurate return of his total income, received from all 
sources, corporate or otherwise, in the United States, in the manner prescribed by 
this title; and in case of his failure to file such return the collector shall collect the 
tax on such income, and aU property belonging to such nonresident alien individual 
shall be liable to distraint for the tax. 

PERSONAL EXEMPTION. 

Sec. 7. That for the purpose of the normal tax only, there shall be allowed as an 
exemption in the nature of a deduction froo^ the amoimt of the net income of each 
citizen or resident of the United States, ascertained as provided herein, the sum of 
$3,000, plus $1,000 additional if the person making the retiun be a head of a family 
or a married man with a wife living with him, or plus the sum of $1,000 additional if 
the person making the return be a married woman with a husband living with her; 
but in no event shall this additional exemption of $1,000 be deducted by both a hus- 
band and a wife: Provided^ That only one deduction of $4,000 shall be made from the 
aggregate income of both husband and wife when living together: Provided further , 
That if the person making the retiun is the head of a family there shall be an addi- 
tional exemption of $200 for each child dependent upon such person, if under eighteen 
years of age, or if incapable of self-support because mentally or physically defective, 
but this provision shall operate only in the case of one parent in the same family: 
Provided further J That guardians or trustees shall be allowed to make this personal 
exemption as to income derived from the property of which such guardian or trustee 
has charge in favor of each ward or cestui que trust: Provided fur theTy That in no event 
diall a ward or cestui que trust be allowed a greater personal exemption than as pro- 
vided in this section, from the amount of net income received from all sources. There 
shall also be allowed an exemption from the amount of the net income of estates of 
deceased citizens or residents of the United States during the period of administration 
or settlement* and of trust or other estates of citizens or residents of the United States 
the income of which is not distributed annually or regularly under the provisions of 
subdivision (b) of section two, the sum of $3,000, including such deductions as are 
allowed under section five. 

(b) [Repealed.] 

RBTXJRNS. 

Sbc. 8. (a) The tax shall be computed upon the net income, as thus ascertained, 
of each person subject thereto, received in each preceding calendar year ending 
December thirty-first 

(b) On or before the first day of March, nineteen hundred and seventeen, and 
the first day of March in each year thereafter, a true and accurate return under oath 
shall be made by each person of lawful age, except as hereinaher provided, having 
a net income of $3,000 or over for the taxable year to the collector of internal revenue 
for the district in which such person has his legal residence or principal place of 
business, or if there be no legal residence or place of business in the United States, 
then with the collector of internal revenue at Baltimore, Maryland, in such form 
as the Commissioner of Internal Revenue, with the approval of the Secretary of the 
Treasury, shall prescribe, setting forth specifically the gross amount of income from 
all separate sources, and from the total thereof deducting the aggregate items of allow- 
ances herein authorized: Provided^ That the Commissioner of Internal Revenue 
shall have authority to grant a reasonable extension of time, in meritorious cases, for 
filing returns of income by persons residing or traveling abroad who are required to 
make and file returns of income and who are unable to file said returns on or before 
March first of each year: Provided further , That the aforesaid return may be made by 
an agent when by reason of illness, absence, or nonresidence the person liable for 
said return is unable to make and render the same, the agent assuming the responsi- 
bility of making the return and incurring penalties provided for erroneous, false, or 
fraudulent return. 
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(c) Guardians, trustees, executors, administrators, receivers, conservators, and all 
persons, corporations, or associations, acting in any fiduciary capacity, shall make 
and render a return of the income of the person, trust, or estate for whom or which 
they act, and be subject to all the provisions of this title which apply to individuals. 
Such fiduciary shall make oath that he has sufficient knowledge of the affairs of such 
person, trust, or estate to enable him to make such retium and that the same is, to 
the best of his knowledge and belief, true and correct, and be subject to all the pro- 
visions of this title which apply to individuals: Provided^ That a return made by one 
of two or more joint fiduciaries filed in the district where such fiduciary resides, 
under such regulations as the Secretary of the Treasury may prescribe, shall be a 
sufficient compliance with the requirements of this paragraph: Provided fwrtherj 
That no return of income not exceeding $3,000 shall be required except as in this 
title otherwise provided. 

(d) [Repealed.] 

(e) Persons carrying on business in partnership shall be liable for income tax only 
in their individual capacity, and the share of the profits of the partnership to which 
any taxable partner would be entitled if the same were divided, whether divided 
.or otherwise, shall be returned for taxation and the tax paid under the provisions of 
this title: Provided, That from the net distributive interests on which the individual 
members shall be liable for tax, normal and additional^ there shall be excluded their 
proportionate shares received from interests on the obligations of a State or any 
political or taxing subdivision thereof, and upon the obligations of the United States 
(if and to the extent that it is provided in the Act authorizing the issue of such obli- 
gations of the United States that they are exempt from taxation), and its possessions, 
and that for the purpose of computing the normal tax there shall be allowed a credit* 
as provided by section five, subdivision (b), for their proportionate share of the profits 
derived from dividends. Such partnership, when requested by the Commissioner of 
Internal Revenue or any district collector, shall render a correct return of the earnings^ 
profits, and income of the partnership, except income exempt under section four 
of this Act, setting forth the item of the gross income and the deductions and credits 
allowed by this title, and the names and addresses of the individuals who would be 
entitled to the net earnings, profits, and income, if distributed. A partnership 
shall have the same privilege of fixing and making returns upon the bads of its own 
fiscal year as is accorded to corporations under this title. If a fiscal year ends during 
nineteen hundred and sixteen or a subsequent calendar year for which there is a rate 
of tax different from the rate for the preceding calendar year, then (1) the rate for such 
preceding calendar year shall apply to an amount of each partner's share of such 
partnership profits equal to the proportion which the part of such fiscal year falling 
within such calendar year bears to the full fiscal year, and (2) the rate for the calen- 
dar year during which such fiscal year ends shall apply to the remainder. 

(f) In every return shall be included the income derived from dividends on the 
capital stock or from the net earnings of any corporation, joiut-stock company or 
association, or insurance company, except that in the case of nonresident aliens such 
income derived from sources without the United States shall not be included. 

(g) An individual keeping accounts upon any basis other than that of actual re- 
ceipts and disbursements, unless such other basis does not clearly reflect his income, 
may, subject to regulations made by the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, make his return upon the basis upon which 
his accounts are kept, in which case the tax shall be computed upon his income as so 
returned. 

ASSESSMENT AND ADMINISTRATION. 

Sec. 9. (a) That all assessments shall be made by the Commissioner of Internal 
Revenue and all persons shall be notified of the amount for which they are respectively 
liable on or before the first day of June of each successive year, and said amounts 
shall be paid on or before the fifteenth day of June, except in cases of refusal or neglect 
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to make such return and in cases or erroneous, folse, or fraudulent returns, in which 
cases the Commissioner of Internal Revenue shall, upon the discovery thereof, at 
any time within three years after said return is due, or has been made, make a return 
upon information obtained as provided for in this title or by existing law, or require 
the necessary corrections to be made, and the assessment made by the Commissioner 
of Internal Revenue thereon shall be paid by such person or persons immediately 
upon notification of the amount of such assessment; and to any sum or sums due and 
unpaid after the fifteenth day of June in any year, and for ten days after notice and 
demand thereof by the collector, there shall be added the sum of five per centum on 
the amount of tax unpaid, and interest at the rate of one per centum per month upon 
said tax from the time the same became due, except from the estates of insane, de- 
ceased, or insolvent persons. 

(b) All persons, corporations, partnerships, associations, and insurance companies, 
in whatever capacity acting, including lessees or mortgagors of real or personal property, 
trustees acting in any trust capacity, executors, administrators, receivers, conserv- 
ators, employers, and all officers and employees of the United Stated, having the 
control, receipt, custody, disposal, or payment of interest, rent, salaries, wages, 
premiums, annuities, compensation, remuneration, emoluments, or other fixed or- 
determinable annual or periodical gains, profits, and income of any nonresident alien 
individual, other than income derived from dividends on capital stock, or from the 
net earnings of a corporation, joint-stock company or association, or insurance company, 
which is taxable upon its net income as provided in this title, are hereby authorized 
and required to deduct and withhold from such annual or periodical gains, profits, 
and income such sum as will be sufficient to pay the normal tax imposed thereon by 
this title, and shall make return thereof on or before March first of each year and, on 
or before the time fixed by law for the payment of the tax, shall pay the amount 
withheld to the officer of the United States Government authorized to. receive the 
same; and they are each hereby made personally liable for such tax, and they are 
each hereby indemnified against every person, corporation, partnership, association, 
or insurance company, or demand whatsoever for all payments which they shall make 
in pursuance and by virtue of this title. 

(c) The amount of the normal tax hereinbefore imposed shall also be deducted and 
withheld from fixed or determinable annual or periodical gains, profits and income 
derived from interest upon bonds and mortgages, or deeds of trust or other similar 
obligations of corporations, joint-stock companies, associations, and. insurance com- 
panies (if such bonds, mortgages, or other obligations contain a contract or provision 
by which the obligor agrees to pay any portion of the tax imposed by this title upon 
the obligee or to reimburse the obligee for any portion of the tax or to pay the interest 
without deduction for any tax which the obligor may be required or permitted to pay 
thereon or to retain therefrom under any law of the United States), whether payable 
annually or at shorter or longer periods and whether such interest is payable to a 
nonresident alien individual or to an individual citizen or resident of tiie United 
States, subject to the provisions of the foregoing subdivision (b) of this section requir- 
ing the tax to be withheld at the source and deducted from annual income and returned 
and paid to the Crovemment, unless the person entitied to receive such interest shall 
file with the withholding agent, on or before February first, a signed notice in writing 
claiming the benefit of an exemption under section seven of this titie. 

(d) [Repealed.] 

(e) [Repealed.] 

(f) All persons, corporations, partnerships, or associations, undertaking as a matter 
of business or for profit the collection of foreign payments of interest or dividends 
by means of coupons, checks, or bills of exchange shall obtain a license from the Com- 
missioner of Internal Revenue, and shall be subject to such regulations enabling 
the Government to obtain the information required under this titie, as the Commis- 
iioner of Jntemal Revenue, with the aj^roval of the Secretary of the Treasury, shall 
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pTeecribe; and whoever knowingly undertakes to collect such payments as aforesaid 
without having obtained a license therefor, or without complying with such regula- 
tions, shall be deemed guilty of a misdemeanor and for each offense be fined in a sum 
not exceeding $5,000, or imprisoned for a term not exceeding one year, or both, in the 
discretion of the court. 

(g) The tax herein imposed upon gains, profits, and incomes not falling under the 
foregoing and not returned and paid by virtue of the foregoing or as otherwise pro- 
vided by law shall be assessed by personal return under rules and regulations to be 
prescribed by the Commissioner of IntemalfRevenue and approved by the Secretary 
of the Treasury. The intent and purpose of this title is that all gains, profits, and 
income of a taxable class, as defined t)y this title, shall be charged and assessed with 
the corresponding tax, normal and additional, prescribed by this title, and said tax 
shall be paid by the owner of such income, or the proper representative having the 
receipt, custody, control, or disposal of the same. For the purpose of this title owner- 
ship or liability shall be determined as of the year for which a return is required to 
be rendered. 

The provisions of this section, except subdivision (c), relating to the deducticm 
and payment of the tax at the sou^e of income shall only apply to the normal tax 
hereinbefore imposed upon nonresident alien individuals. 

Part II. — On Corporations. 

Sbc. 10. (a) That there shall be levied, assessed, collected, and paid annually 
upon the total net income received in the preceding calendar year from all sources 
by every corporation, joint-stock company or association, or insurance company, 
organized in the United States, no matter how created or organized, but not including 
partnerships, a tax of two per centum upon such income ; and a like tax shall be levied , 
assessed, collected, and paid annually upon the total net income received in the pre- 
ceding calendar year from all sources within the United States by every corporation, 
joint-stock company or association, or insurance company, organized, authorized, 
or existing under the laws of any foreign country, including interest on bonds, notes, 
or other interest-bearing obligations of residents, corporate or otherwise, and including 
the income derived from dividends on capital stock or from net earnings of resident 
corporations, jointHstock companies or associations, or insurance companies, whose 
net income-is taxable under this titie. 

The foregoing tax ratejhall aj)ply to the total net income received by every tax- 
able corporation, joint-stock company or association, or insurance company in the 
calendar year nineteen hundred and sixteen and in each year thereafter, except that 
if it has fixed its own fiscal year under the provisions of existing law, the foregoing 
rate shall apply to the proportion of the total net income returned for the fiscal year 
ending prior to December thirty-first, nineteen hundred and sixteen, which the 
period between January first, nineteen hundred and sixteen, and the end of such 
fiscal year bears to the whole of such fiscal year, and the rate fixed in Section II of 
the Act approved October third, nineteen hundred and thirteen, entitled "An Act 
to reduce tariff duties and to provide revenue for the Government, and for other 
purposes,'* shall apply to the remaining portion of the total net income returned for 
such fiscal year. 

For the purpose of ascertaining the gain derived or loss sustained from the sale or 
other disposition by a corporation, joint-stock company or association, or insurance 
company, of property, real, personal, or mixed, acquired before March first, nineteen 
hundred and thirteen, the fair market price or value of such property as of March 
first, nineteen hundred and thirteen, shall be the basis for determining the amount 
of such gain derived or loss sustained. 

(b) In addition to the income tax imposed by subdivision (a) of this section there 
shall be levied, assessed, collected, and paid annually an additional tax of ten per 
centum upon the amount, remaining undistributed six months after the end of each 



Digitized by VjOOQIC 



246 

calendar or fiscal year, of the total net income of every corporation, joint-stock com- 
pany or association, or insurance company, received ddting the year, as determined^ 
for the purposes of the tax imposed by such subdivision (a), but not including the 
amount of any income taxes paid by it within the year imposed by the authority of 
thQ United States 

The tax imposed by this subdivision shall not apply to that portion of such undis- 
tributed net income which is actually invested and employed in the business or is 
retained for employment in the reasonable requirements of the business or is invested 
in obligations of the United States traue^ after September first, nineteen hundred and 
seventeen: Provided, That if the Secretary of the Treasury ascertains and finds that 
any portion of such amount so retained at any^me for employment in the business 
is not so employed or is not reasonably required in the business a tax of ^teen per 
centum shall be levied, assessed, collected, and paid thereon. 

The foregoing tax rates shall apply to the undistributed net income received by 
every taxable corporation, joint-stock company or association, or insurance company 
in the calendar year nineteen hundred and seventeen and in each year thereafter, 
except that if it has fixed its own fiscal year under the provisions of existing law, 
the foregoing rates shall apply to the proportion of the taxable undistributed net 
income returned for the fiscal year ending prioi to December thirty-first, nineteen 
hundred and seventeen, which the period between January first, nineteen hundred 
and seventeen, and the end of such fiscal year bears to the whole of such fiscal year. 

CONDrnONAL AND OTHER EXEMFTIONB. 

Sec. 11. (a) That there shall not be taxed under this title any income received 
by any— 

FirBt. Labor, agricultural, or horticultiu^l organization; 

Second. Mutual savings bank not having a capital stock represented by shares; 

Third. Fraternal beneficiary society, order, or association, operating under the 
lodge system or for the exclusive benefit of the members of a fraternity itself oper- 
ating under the lodge system, and providing for the payment of life, sick, accident, or 
other benefits to the members of such society, order, or association or their dependents; 

Fourth. Domestic building and loan association and cooperative banks without 
capital stock organized and operated for mutual purposes and without profit; 

Fifth. Cemetery company owned and operated exclusively for the benefit of its 
members; 

Sixth. Corporation or association organized and operated exclusively for religious, 
.charitable, scientific, or educational purposes, no part of the net income of which 
inures to tiie benefit of any private stockholder or individual; 

Seventh. Business league, chamber of commerce, or board of trade, not organized 
for profit and no part of the net income of which inures to the benefit of any private 
stockholder or individual; 

Eighth. Civic league or organization not organized for profit but operated ex- 
clusively for the promotion of social welfare; 

Ninth. Club organized and operated exclusively for pleasure, recreation, and other 
nonprofitable purposes, no part of the net income of which inures to the benefit of any 
private stockholder or member; 

Tenth. Farmers' or other mutual hail, cyclone, or fire insurance company, mutual 
ditch or irrigation company, mutual or cooperative telephone company, or like or- 
ganization of a purely local character, the income of which consists solely of asseaa- 
ments, dues, and fees collected from members for the sole piurpose of meeting its 
expenses; 

Eleventh. Farmers*, fruit growers', or like association, organized and operated 
as a sales agent for the purpose of marketing the products of its members and turning 
back to them the proceeds of sales, less the necessary selling expenses, on the basis 
of the quantity of produce furnished by them; 
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Twelfth. Corporation or association organized for the exclusive purpose of holding 
title to property^ collecting inc(Hne therefrom, and turning over the entire amount 
thereof, less expenses, to an oiganization which itself is exempt from the tax imposed 
by this title; or 

Thirteenth. Federal land banks and national farm-loan associations as provided 
in section twenty-six of the Act approved July seventeenth, nineteen hundred and 
sixteen, entitled "An Act to provide capital for agricultural development, to create 
standard forms of investment based upon farm mortgage, to equalize 'rates of interest 
upon farm loans, to furnish a market for United States bonds, to create Government 
depositaries and financial agents for the United States, and for other purposes.'' 

Fourteenth. Joint stock land banks as to income derived from bonds or debentures 
of other joint stock land banks or any Federal land bank belonging to such joint 
stock land bank 

(b) There shall not be taxed under this title any income derived from any public 
utility or from the exercise of any essential governmental function accruing to any 
State, Territory, or the Distri<;t of Columbia, or any political subdivision of a State 
or Territory, nor any income accruing to the government of the Philippine Islands 
or Porto Rico, or of any political subdivision of the Philippine Islands or Porto 
Rico: Provided, That whenever any State, Territory, or the District of Columbia, 
or any political subdivision of a State or Territory, has, prior to the passage of 
this title, entered in good &dth into a contract with any person or corporation, the 
object and purpose of which is to acquire, construct, operate, or maintain a public 
utility, no tax shall be levied under the provisions of this title upon the income 
derived from the operation of such public utility, so far a? the payment thereof will 
impose a loss or burden upon such State, Territory, or the District of Columbia, or a 
political subdivision of a State or Territory; but this provision is not intended to 
confer upon such person or corporation any financial gain or exemption or to relieve 
such person or corporation from the payment of a tax as provided for in this title 
upon the part or portion of the said income to which such person or corporation shall 
be entitled under such contract. 

DBDUGTIONS. 

Sec. 12. (a) In the case of a corporation, joint-stock company or association, or 
insurance company, organized in the United States, such net income shall be ascer- 
tained by deducting from the gross amount of its income received within the year 
from all sources — 

First. All the ordinary and necessary expenses paid within the year in the main- 
tenance and operation of its business and properties, including rentals or other pay- 
ments required to be made as a condition to the continued use or possession of prop- 
erty to which the corporation has not taken or is not taking title, or in which it has 
no equity. 

Second. All losses actually sustained and charged o£f within the year and not 
compensated by insurance or otherwise, including a reasonable allowance for the 
exhaustion, wear and tear of property arising out of its use or employment in the 
business or trade; (a) in the case of oil and gas wells a reasonable allowance for actual 
reduction in flow and production to be ascertained not by the flush flow, but by the 
settled production or regular flow; (b) in the case of mines a reasonable allowance for 
depletion thereof not to exceed the market value in the mine of the product thereof 
which has been mined and sold during the year for which the return and computa- 
tion are made, such reasonable allowance to be made in the case of both (a) and (b) 
under rules and regulations to be prescribed by the Secretary of the Treasury: Pro- 
videdj That when the allowance authorized in (a) and (b) shall equal the capital 
originally invested, or in case of purchase made prior to March first, nineteen hundred 
and thirteen, the fair market value as of that date, no further allowance shall be 
made; and (c) in the' case of insurance companies, the net addition, if any, required 
by law to be made within the year to reserve funds and the sums other than dividends 
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p«id within the year on policy and annuity contracts: Provided, That no deduction 
shall be allowed for any amount paid out for new buildings, permanent improvements, 
or betterments made to increase the value of any property or estate, and no deduction 
shall be made for any amount of expense of restoring property or making good the ex- 
haustion thereof for which an allowance is or has been made: Provided fiirthar, That 
mutual fire and mutual employers' liability and mutual workmen's compensation 
and mutual casualty insurance companies requiring their members to make premium 
deposits to provide for losses and expenses shall not retium as income any portion of 
the premium deposits returned to Uieir policyholders, but shall return as taxable 
income all income received by them from all other sources plus such portions of the 
premium deposits as are retained by the companies for purposes other than the pay- 
ment of losses and expenses and reinsurance reserves: Provided Jurther, That mutual 
marine insurance companies shall include in their return of gross income gross pre- 
miums collected and received by them less amounts paid for reinsurance, but shall be 
entitled to include in deductions from gross income amounts repaid to policyholders on 
account of premiums previously paid by them and interest paid upon such amounts 
between the ascertainment thereof and the payment thereof, and life insurance com- 
panies shall not include as income in any year such portion of any actual premium 
received from any individual policyholder as shall have been paid back or credited 
to such individual policyholder, or treated as an abatement of premium of such indi- 
vidual policyholder, within such year; 

Third. The amount of interest paid within the year on its indebtedness (except on' 
indebtedness incurred for the purchase of obligations or securities the interest upon 
which is exempt from taxation as income under this title) to an amount of such indebt- 
edness not in excess of the sum of (a) the entire amount of the paid-up capital stock 
outstanding at the close of the year, or, if no capital stock, the entire amount of capital 
employed in the business at the close of the year, and (b) one-half of its interest- 
bearing indebtedness then outstanding: Provided^ That for the purpose of this title 
preferred capital stock shall not be considered interest-bearing indebtedness, and 
interest or dividends paid upon this stock shall not be deductible from gross income: 
Provided further. That in cases wherein shares of capital stock are issued without par 
or nominal value, the amount of paid-up capital stock, within the meaning of this 
section, as represented by such shares, will be the amount of cash, or its equivalent, 
paid or transferred to the corporation as a consideration for such shares: Provided 
fwrtheTy That in the case of indebtedness wholly secured by property collateral, 
tangible or intangible, the subject of sale or hypothecation in the ordinary business of 
such corporation, joint-stock company or association as a dealer only in the property 
constituting such collateral, or in loaning the funds thereby procured, the total interest 
paid by such corporation, company, or association within the year on any such indebt- 
edness may be deducted as a part of its expenses of doing business, but interest on such 
indebtedness shall only be deductible on an amount of such indebtedness not in 
excess of the actual value of such property collateral: Provided fwrther, That in the 
case of bonds or other indebtedness, which have been issued with a guaranty that the 
interest, payable thereon shall be free from taxatioiif no deduction for the payment 
of the tax herein imposed, or any other tax paid pursuant to such guaranty, shall be 
allowed; and in the case of a bank, banking association, loan or trust company, interest 
paid within the year on deposits or on moneys received for investment and secured 
by interest-bearing certificates of indebtedness issued by such bank, banking asso- 
ciation, loan or trust company shall be deducted; 

Fourth. Taxes paid within the year imposed by the authority of the United States 
(except income and excess profits taxes), or of its Territories, or possessions, or any 
foreign country, or by the authority of any State, county, school district, or munici- 
pality, or other taxing subdivision of any State, not including those assessed against 
local benefits. 
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(b) In the case of a corporation, joint-stock company or association, or insurance 
company, organized, authorized, or existing under the laws of any foreign country, 
such net income shall be ascertained by deducting from the gross amount of its 
income received within the year from all sources within the United States — 

First. All the ordinary and necessary expenses actually paid within the year out 
of earnings in the maintenance and operation of its business and property within 
the United States, including rentals or other payments required to be made as a 
condition to the continued use or possession of property to which the corporation 
has not taken or is not taking title, or in which it has no equity; 

Second. All losses actually sustained within the year in business or trade con- 
ducted by it within the United States and not compensated by insurance or other- 
wise, including a reasonable allowance for the exhaustion, wear and tear of property 
arising out of its use or employment in the business or trade; (a) and in the case (a) of 
oil and gas wells a reasonable allowance for actual reduction in How and production 
to be ascertained not by the flush flow, but by the settied production or regular flow; 
(b) in the case of mines a reasonable allowance for depletion thereof not to exceed 
the market value in the mine of the product thereof which has been mined and sold 
during the year for which the return and computation are made, such reasonable 
allowance to be made in the case of both (a) and (b) under rules and regulations to 
be prescribed by the Secretary of the Treasury: Provided, That when the allowance 
authorized in (a) and (b) shall equal the capital originally invested, or in case of 
purchase made prior to March first, nineteen hundred and thirteen, the fair market 
value as of that date, no further allowance shall be made; and (c) in the case of insur- 
ance companies, the net addition, if any, required by law to be made within the 
year to reserve funds and the sums other than dividends paid within the year on 
policy and annuity contracts: Provided, That no deduction shall be allowed for any 
amount paid out for new buildings, permanent improvements, or betterments, made 
to increase the value gf any property or estate, and no deduction shall be made for 
any amount of expense of restoring property or making good the exhaustion thereof 
for which an allowance is or has been made: Provided further, That mutual fire and 
mutual employers' liability and mutual workmen's compensation and mutual casu- 
alty insurance companies requiring their members to make premium deposits to 
provide for losses and expenses shall not return as income any portion of the premium 
deposits returned to their policyholders, but shall return as taxable income all income 
received by them from all other sources plus such portions of the premium deposits 
as are retained by the companies for purposes other than the payment of losses and 
expenses and reinsurance reserves: Provided further , That mutual marine insurance 
companies shall include in their return of gross income gross premiums collected and 
received by them less amounts paid for reinsurance, but shall be entitled to include 
in deductions from gross income amounts repaid to policyholders on account of 
premiums previously paid by them, and interest paid upon such amounts between 
the ascertainment thereof and the payment thereof, and life insurance companies 
shall not include as income in any year such portion of any actual premium received 
from any individual policyholder as shall have been paid back or credited to such 
individual policyholder, or treated as an abatement of premium of such individual 
policyholder, within such year; 

Third. The amount of interest paid within the year on its indebtedness (except on 
indebtedness incurred for the purchase of obligations or securities the interest upon 
which is exempt from taxation as income under this title) to an amount of such indebt- 
edness not in excess of the proportion of the sum of (a) the entire amount of the paid-up 
capital stock outstanding at the close of the year, or, if no capital stock, the entire 
amount of the capital employed in the business at the close of the year, and (b) one- 
half of its interest-bearing indebtedness then outstanding, which the gross amount of 
its income for the year from business transacted and capital invested within the 
United States bears to the gross amount of its income derived from all sources within 
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and without the United Statee: Provided, That in the case of bonds or other indebted- 
ness which have been issued with a guaranty that the interest payable thereon shall 
be free from taxation, no deduction for the payment of the tax herein imposed or any 
other tax paid pursuant to such guaranty shall be allowed; and in case of a bank, 
banking association, loan or trust company, or branch thereof, interest paid within 
the year on deposits by or on moneys received for investment from either citizens or 
residents of the United States and secured by interest-bearing certificates of indebted- 
ness issued by such bank, banking association, loan or trust company, or branch 
thereof; 

Fourth. Taxes paid within the year imposed by the authority of the United States 
(except income and excess profits taxes), or of its Territories, or possessions, or by the 
authority of any State, county, school district, or municipality, or other taxing sub- 
division of any State, paid within the United States, not including those assessed 
against local benefits. 

(c) In the case of assessment insurance companies, whether domestic of foreign, 
the actual deposit of sums with State or Territorial officers, pursuant to law, as addi- 
tions to guarantee or reserve funds shall be treated as being payments required by 
law to reserve funds. 

BBTUBNS. 

Seo. 13. (a) The tax shall be computed upon the net income, as thus ascertained, 
received within each preceding calendar year ending December thirty-first: Pro- 
vided, That any corporation, joint-stock company or association, or insurance com- 
pany, subject to this tax, may designate the last day of any month in the year as the 
day of the closing of its fiscal year and shall be entitled to have the tax payable by it 
computed upon the basis of the net income ascertained as herein provided for the 
year ending on the day so designated in the year preceding the date of assessment 
instead of upon the basis of the net income for the calendar year preceding the date 
of assessment; and it shall give notice of the day it has thus designated as the closing 
of its fiscal year to the collector of the district in which its principal business office is 
located at any time not less than thirty days prior to the first day of March of the year 
in which its return would be filed if made upon the basis of the calendar year; 

(b) Every corporation, oint-stock company or association, or insurance com- 
pany, subject to the tax herein imposed, shall, on or before the first day of March, 
nineteen hundred and seventeen, and the first day of March in each year thereafter, 
or, if it has designated a fiscal year for the computation of its tax, then within sixty 
days after the close of such fiscal year ending prior to December thirty-first, nineteen 
hundred and sixteen, and the close of each such fiscal year thereafter, render a true 
and accurate return of its annual net income in the manner and form to be prescribed 
by the Commissioner of Internal Revenue, with the approval of the Secretary of the 
Treasury, and containing such facts, data, and information as are appropriate and in the 
opinion of the commissioner necessary to determine the correctness of the net income 
returned and to carry out the provisions of thi^ title. The return shall be sworn to 
by the president, vice president, or other principal officer, and by the treasurer or 
assistant treasurer. The return shall be made to the collector of the district in which 
is located the principal office of the corporation, company, or association, where are 
kept its books of account and other data from which the return is prepared, or in the 
case of a foreign corporation, company, or association, to the collector of the district in 
which is located its principal place of business in the United States, or if it have no 
principal place of business, office, or agency in the United States, then to the collector 
of internal revenue at Baltimore, Maryland. All suoh returns shall as received be 
transmitted forthwith by the collecto' to the Commissioner of Internal Revenue; 

(c) In cases wherein receivers, trustees in bankruptcy, or assignees are operating 
the property or business of corporations, joint-stock companies or associations, or 
insurance companies, subject to tax imposed by this title, such receivers, trustees, 
or assignees shall make returns of net income as and for such corporations, joint-stock 
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companies or associations, and insurance companies, in the same manner and form 
as such organizations are hereinbefore required to make returns, and any income tax 
due on the basis of such returns made by receivers, trustees, or assignees shall be 
assessed and collected in the same manner as if assessed directly against the organi- 
zations of whose businesses or properties they have custody and control; 

(d) A corporation, joint-stock company or association, or insurance company, 
keeping accotmt upon any basis other than that of actual receipts and disbursements, 
unless such other basis does not clearly reflect its income, may, subject to regulations 
made by the Commissioner of Internal Revenue, with the approval of the Secretary 
of the Treasiury, make its return upon the basis upon which its accounts are kept, in 
which case the tax shall be computed upon its income as so retiffned; 

(e) All the provisions of this title relating to the tax authorized and required to be 
deducted and withheld and paid to the officer of the United States Government 
authorized to receive the same from the income of nonresident alien individuals 
from sources within the United States shall be made applicable to the tax imposed 
by subdivision (a) of section ten upon incomes derived from interest upon bonds and 
mortgages or deeds of trust or similar obligations of domestic or other resident corpo- 
rations, joint-stock companies or associations, and insurance companies by nonresident 
alien firms, copartnerships, companies, corporations, joint,-stock companies or associa- 
tion^ and insurance companies, not engaged in business or trade within the United 
States and not having any office or place of business therein. 

(f) Likewise, all the provisions of this title relating to the tax authorized and 
required to be deducted and withheld and paid to the officer of the United States 
Government authorized to receive the same from the income of nonresident alien 
individuals from sources within the United States shall be made applicable to income 
derived from dividends upon the capital stock or from the net earnings of domestic 
or other resident corporations, joint-stock companies or associations, and insurance 
companies by nonresident alien companies, corporations, joint-stock companies or 
associations, and insurance companies not engaged in business or trade within the 
United States and not having any office or place of business therein. 

ASSBSSMBNT AND ADMINISTRATION. 

Sec. 14. (a) All assessments shall be made and the severa corporations, joint- 
stock companies or associations, and insurance companies shall be notified of the 
amount for which they are respectively liable on or before the first day of Jime of 
each successive year, and said assessment shall be paid on or before the fifteenth 
day of June: Provided, That every corporation, joint-stock company or association, 
and insurance company, computing taxes upon the income of the fiscal year which 
it may designate in the manner hereinbefore provided, shall pay the taxea due under 
its assessment within one hundred and five days after the date upon which it is required 
to file its list or retmn of income for assessment; except in cases of refusal or neglect 
to make such return, and in cases of erroneous, false, or fraudulent returns, in which 
cases the Commissioner of Internal Revenue shall, upon the discovery thereof, at 
any time within three years after said return is due, make a return upon information 
obtained as provided for in this title or by existing law; and the assessment made by 
the Commissioner of Internal Revenue thereon shall be paid by such corporation, 
joint-stock company or association, or insurance company immediately upon notifi- 
cation o! the amount of such assessment; and to any sum or sums due and unpaid 
after the fifteenth day of June in any year, or after one hundred and five daya irom 
the date on which the return of income is required to be made by the taxpayer, and 
after ten days' notice and demand thereof by the collector, there shall be added the 
sum o: five per centum on the amount of tax xmpaid and interest at the rate of one 
per centum per month upon said tax from the time the same becomes due: Provided, 
That upon the examination of any return of income made pursuant to this title, the 
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Act of August fifth, nineteen hundred and nine, entitled, ''An Act to provide revenue, 
equalize dutiee and encourage the industries of the IJjiited States, and for other 
purposes. " and the Act of October third, nineteen hundred and thirteen, entitled, 
"An Act to reduce tariff duties and to provide revenue for the Government, and for, 
other purposes," li it shall appear that amounts of tax have been paid in exce» of 
those properly due, the taxpayer shali be permitted to present a claim for refund 
thereof notwithstanding the provisions of section thirty-two hundred and twenty- 
eight of the Revised Statutes; 

(b) When the assessment shall be made, as provided in this title, the returns 
together with any corrections thereof which may have been made by the commis- 
sioner, shall be filed in the office of the Commissioner of Internal Revenue and shall 
constitute public records and be open to inspection as such: Provided^ That any and 
all such returns shall be open to inspection only upon the order of the President, 
under rules and regulation^ to be prescribed by the Secretary of the Treasury and 
approved by the President: Provided further ^ That the proper officoRi of any State 
imposing a general income tax may, upon the request of the governor thereof, have 
access to said returns or to an abstract thereof, showing the name and income oi each 
such corporation, joint-stock company or association, or insurance company, at such 
times and in such manner as the Secretary of the Treasury may prescribe; 

(c) If any of the corporations, joint-stock companies or associations, or iosurance 
companies aforesaid shall refuse or neglect to make a return at the time or times 
hereinbefore specified in each year, or shall render a false or fraudulent return, such 
corporation, joint-stock company or association, or insurance company shall be liable 
to a penalty of not exceeding $10,000: Provided, That the Commissioner of Internal 
Revenue shall have authority, in the case of either corporations or individuals, to 
grant a reasonable extension of time in meritorious cases, as he may deem proper. 

(d) That section thirty-two hundred and twenty-five of the Revised Statutes of 
the United States be, and the same is hereby, amended so as to read as follows: 

"Sec. 3225. When a second assessment is made in case of any hst, statement, or 
return, which in the opinion of the collector or deputy collector was false or fraudu- 
lent, or contained any understatement or undervaluation, no tax collected under such 
assessment shall be recovered by any suit unless it is proved that the said list, state- 
ment, or return was not false nor fraudulent and did not contain any understatement 
or undervaluation; but this section shall not apply to statements or returns made or 
to be made in good faith under the laws of the United States regarding annual depre 
elation of oil or gas wells and mines.'' 

Part III. — General Administrativb Provisions. 

Sec. 15. That the word "State" or "United States" when used in this title shall 
be construed to include any Territory, the District of Columbia, Porto Rico, and the 
Philippine Islands, when such construction is necessary to carry out its provisions. 

Sec. 16. That sections thirty-one hundred and sixty-seven, thirty-one hundred and 
seventy-two, thirty-one hundred and seventy-three and thirty-one hundred and 
seventy-six of the Revised Statutes of the United States as amended are hereby 
amended so as to read as follows: 

"Sec 3167. It shall be unlawful for any collector, deputy collector, agent, clerk, 
or other officer or employee of the United States to divulge or to make known in any 
manner whatever not provided by law to any person the operations, style of work, 
or apparatus of any manufacturer or producer visited by him in the dischai^e of his 
official duties, or the amount or source of income, profits, losses, expenditures, or any 
particular thereof, set forth or disclosed in any income return, or to permit any income 
return or copy thereof or any book containing any abstract or particulars thereof to 
be seen or examined by any person except as provided by law; and it shall be unlawful 
for any person to print or publish in any manner whatever not provided by law any 
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income return or any part thereof or source of income, profits, losses, or expenditures 
appearing in any income return; and any offense against the foregoing provision shall 
be a micdemeanor and be punished by a fine not exceeding $1,000 or by imprisonment 
not exceeding one year, or both, at the discretion of the coiurt; and if the offender 
be an officer or employee of the United States he shall be dismissed from office or 
dischaiged from employment. 

^'Seo. 3172. Every collector shall, from time to time, cause his deputies to proceed 
through every part of his district and inquire after and concerning all persons therein 
who are Hable to pay any ntemal-revenue tax, and all persons owning or having the 
care and management of any objects liable to pay any tax, and to make a list of such 
persons and enumerate said objects. 

''Sec. 3173. It shall be the duty of any person, partnership, firm,- association, 
or corporation, made liable to any duty, special tax, or other tax imposed by law, 
when not otherwise provided for, (1) in case of a special tax, on or before the thirty- 
first day of July in each year, (2) in case of income tax on or before the first day of 
March in each year, or on or before the last day of the sixty-day period next follow- 
ing the closing date of the fiscal year for which it makes a return of its income, and (3) 
in other cases^ before the day on which the taxes accrue, to make a list or return, 
verified by oath, to the collector or a deputy collector of the district where located, 
of the articles or objects, including the amount of annual income charged with a 
duty or tax, the quantity of goods, wares, and merchandise, made or sold and charged 
with a tax, the several rates and aggregate amoimt, according to the forms and regu- 
lations to be prescribed by the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, for which such person, partnership, firm, association, 
or corporation is liable: Provided, That if any person liable to pay any duty or tax, 
or owning, possessing, or having the care or management of prope ty, goods, wares, 
and merchandise, article or objects liable to pay any duty, tax, or license, shall fail 
to make and exhibit a list or return required by law, but shall consent to disclose the 
particulars of any and all the property, goods, wares, and merchandise, articles, and 
objects liable to pay any duty or tax, or any business or occupation liable to pay any 
tax as aforesaid, then, and in that case, it shall be the duty of the collector or deputy 
collector to make such list or return, which, being distinctly read, consented to, and 
signed and verified by oath by the person so owning, possessing, or having the care 
and management as aforesaid, may be received as the list of such person: Provided 
further, That in case no annual list or return has been rendered by such person to the 
collector or deputy collector as required by law, and the person shall be absent from 
his or her residence or place of business at the time the collector or a deputy collector 
shall call for the annual list or return, it shall be the duty of such collector or deputy 
collector to leave at such place of residence or business, with some one of suitable 
age and discretion , if such be present, otherwise to deposit in the nearest post office, 
a note or memorandum addressed to such person, requiring him or her to render to 
such collector or deputy collector the list or return required by law within ten days 
from the date of such note or memorandum, verified by oath. And if any person, on 
being notified or required as aforesaid, shall refuse or neglect to render such list or 
return within the time required as aforesaid, or whenever any person who is required 
to deliver a monthly or other return of objects subject to tax fails to do so at the time 
required, or delivers any return which, in the opinion of the collector, is erroneous, 
false, or fraudulent, or contains any imdervaluation or understatement, or refuses to 
allow any regularly authorized Government officer to examine the books of such person, 
firm, or corporation, it shall be lawful for the collector to summon such person, or any 
other person having possession, custody, or care of books of account containing entries 
relating to the business of such person or any other person he may deem proper, to 
appear before him and produce such books at a time and place named in the sum- 
mons, and to give testimony or answer interrogatories, under oath, respecting any 



Digitized by VjOOQIC 



' 254 

objects or income liable to tax or the returns thereof. The collector may summon any 
person residing or found within the State or Territory in which his district lies; and 
when the person intended to be summoned does not reside and can not be foimd 
within such State or Territory, he may enter any collection district where such per- 
son may be found and there make the examination herein authorized. And to this 
end he may there exercise all the authority which he might lawfully exercise in the 
district for which he was commissioned: Provided^ That 'person,* as used in this section, 
shall be construed to include any corporation, joint-stock company or association, or 
insurance company" when such construction is necessary to carry out its provisions. 

"Sec. 3176. If any person, corporation, company, or association fails to make 
and file a return or list at the time prescribed by law, or makes, willfully or other- 
wise, a false or fraudulent return or list, the collects or deputy collector shall make 
the return or list from his own knowledge and from such information as he can obtain 
through testimony or otherwise. Any return or list so made and subscribed by a col- 
lector or deputy collector shall be prima facie good and sufficient for al) legal purposes. 

''If the failure to file a return or list is due to sickness or absence the collector may 
allow such further time, not exceeding thirty days, for making and filing the return 
or list as he deems proper. 

"The Commissioner of Internal Revenue shall assess all taxes, other than stamp 
taxes, as to which returns or lists are so made by a collector or deputy collector. In 
case of any failure to make and file a return or list witliin the time prescribed by 
law or by the collector, the Commissioner of Internal Bevenue shall add to the tax 
, fifty per centum of its amount except that, when a return is voluntarily and without 
notice from the collector filed after such time and it is shown that the foilure to file 
it was due to a reasonable cause and not to willful neglect, no such addition shall be 
made to the tax. In case a false or fraudulent return or list is willfully made, the 
Commissioner of Internal Revenue shall add to the tax one hundred per centum of 
its amount. 

"The amount so added to any tax shall be collected at the same time and in the 
same manner and as part of the tax unless the tax has been paid before the discovery 
of the neglect, falsity, or fraud, in which case the amount so added shall be collected 
in the same manner as the tax." 

Seo. 17. That it shall be the duty of every collector of internal revenue, to whom 
any payment of any taxes is made under the provisions of this title, to give to the, 
person making such payment a full written or printed receipt, expressing the amount 
paid and the particular account for which such payment was made; and whenever 
such payment is made such collector shall, if required, give a separate receipt for 
each tax paid by any debtor, on account of payments made to or to be made by him 
to separate creditors in such form that such debtor can conveniently produce the 
same separately to his several creditors in satisfaction of their respective demands 
to the amounts specified in such receipts; and such receipts shall be sufficient evidence 
in favor of such debtor to justify him in withholding the amount therein expressed 
from bis next payment to his creditor; but such creditor may, upon giving to his 
debtor a full written receipt, acknowledging the payment to him of whatever sum 
may be actually paid, and accepting the amount of tax paid as aforesaid (specifying 
the same) as a further satisfaction of the debt to that amount, require the surrender 
to him of such collector's receipt! 

Sec. 18. That any person, corporation, partnership, association, or insurance com- 
pany, liable to pay the tax, to make a return or to supply information required under 
this title, who refuses or neglects to pay such tax, to make such return or to supply 
such information at the time or times herein specified in each year, shall be liable, 
except as otherwise specially provided in this title, to a penalty of not less than $20 
nor more than $1,000. Any individual or any officer of any corporation, partnership, 
association, or insurance company, required by law to make, render, sign, or verify 
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any return or to supply any information, who makes any false or fraudulent return 
or statement with intent to defeat or evade the assessment required by this title to 
be made, shall be guilty of a misdemeanor, and shall be fined not exceeding $2,000 
or be imprisoned not exceeding one year, or both, in the discretion of the court, with 
the costs of prosecution: Provided^ That where any tax heretofore due and payable 
has been duly psdd by the taxpayer, it shall not be re-collected from any withholding 
agent required to retain it at its source, nor shall any penalty be imposed or collected 
in such cases from the taxpayer, or such withholding agent whose duty it was to retain 
it, for Mlure to return or pay the same, imless such failure was fraudulent and for the 
purpose of evading payment. 

Sec. 19. That the collector or deputy collector shall require every return to be 
verified by the oath of the party rendering it. If the collector or deputy collector 
have reason to. believe that the amount of any income returned is understated, he 
phall give due notice to the person making the return to show cause why the amoimt 
of the return should not be increased, and upon proof of the amount understated 
may increase the same accordingly. . Such person may furnish sworn testimony to 
prove any relevant facts, and, if dissatisfied with the decision of the collector, may 
appeal to the Commissioner of Internal Revenue for his decision under such rules of 
procedure as may be prescribed by r^^ulation. ^ 

Sec. 20. That jurisdiction is hereby conferred upon the district courts of the United 
States for the district within which any person summoned under this title to appear 
to testify or to produce books shall reside, to compel such attendance, production of 
books, and testimony by appropriate process. 

Seo. 21. That the preparation and publication of statistics reasonably available 
with respect to the operation of the income tax law and containing classifications of 
taxpayers and of income, the amounts allowed as deductions and exemptions, and 
any other facts deemed pertinent and valuable, shall be made annually by the Com- 
missioner ot Internal Revenue with the approval of the Secretary of the Treasury. 

Sec. 22. That all administrative, special, and general provisions of law, including 
the laws in relation to the assessment, remission, collection, and refund of internal- 
revenue taxes not heretofore specifically repealed and not inconsistent with the 
provisions of this title, are hereby extended and made applicable to all the provisions 
of this title and to the tax herein imposed. 

Sec. 23. That the provisions of this title shall extend to Porto Rico and the Philip- 
pine Islands: Provided, That the administration of the law and the collection of the 
taxes imposed in Porto Rico and the Philippine Islands shall be by the appropriate 
internal-revenue officers of those governments, and all revenues collected in Porto 
Rico and the Philippine Islands thereunder shall accrue intact to the general govern- 
ments thereof, respectively: Provided, further, That the jurisdiction in this title con- 
ferred upon the district courts of the United States shall, so far as the Philippine 
Islands are concerned, be vested in the courts of the first instance of said islands: 
And provided fur tJier, That nothing in this title shall be held to exclude from the 
computation of the net income the compensation paid any official by the governments 
of the District of Columbia, Porto Rico, and the Philippine Islands, or the political 
subdivisions thereof. 

Sec. 24. That section II of the Act approved October third, nineteen hundred 
and thirteen, entitled "An Act to reduce tariff duties and to provide revenue for 
the Government, and for other purposes,'* is hereby repealed, except as herein other- 
wise provided, and except that it shall remain in force for the assessment and col- 
lection of all taxes which have accrued thereunder, and for the imposition and col- 
lection of all penalties or forfeitures which have accrued or may accrue in relation 
to any of such taxes, and except that the unexpended balance of any appropriation 
heretofore made and now available for the administration of such section or any 
provision thereof shall be available for the administration of this title or the corre-. 
spending provision thereof. 
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Seo. 25. That income on which has been assessed the tax imposed by section 
II of the Act entitled "An Act to reduce tariff duties and to provide revenue for 
' the Government, and for other purposes," approved October third, nineteen hun- 
dred and thirteen, shall not be considered as income within the meaning of this title: 
Provided, That this section shall not conflict with that portion of section ten, of this 
title, under which a taxpayer has fixed its own fiscal year. 

Sec. 26. Every corporation, joint-stock company or association, or insiurance com- 
pany subject to the tax herein imposed, when required by the Commissioner of 
Internal Revenue, shall render a correct return, duly verified under oath, of its pay- 
ments of dividends, whether made in cash or its equivalent or in stock, including 
the names and addresses of stockholders and the number of shares owned by each, 
and the tax years and the applicable amounts in which such dividends were earned, 
in such form and manner as may be prescribed by the CommisBdoner of Internal 
Revenue, with the approval of the Secretary of the Treasury. 

Sec. 27. That every person, corporation, partnership, or association, doing business 
as a broker on any exchange or board of trade or other similar place of business shall, 
when required by the Commissioner of Internal Revenue, render a correct return 
duly verified imder oath, under such rules and regulations as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, may prescribe, 
showing the names of customers for whom such person, corporation, partnership, or 
association has transacted any business, with such details as to the profits> losses, or 
other information which the commissioner may require, as to each of such customers, 
as will enable the Commissioner of Internal Revenue to determine T^ether all income 
tax due on profits or gains of such customers has been paid. 

Secl 28. That all persons, corporations, partnerships, associations, and insurance 
companies, in whatever capacity acting, including lessees or mortgagors of real or 
personal property, trustees acting in any trust capacity, executors, administrators, 
receivers, conservators, and employers, making payment to another person, cor- 
poration, partnership, association, or insurance company, of interest, rent, salaries, 
wages, premiums, annuities, compensation, remuneration, emoluments, or other 
fixed or determinable gains, profits, and income (other than payments described in 
sections twenty-six and twenty-seven), of $800 or more in any taxable year, or, in 
the case of such payments made by the United States, the officers or employees of the 
United States having information as to such payments and required to make returns 
in regard thereto by the regulations hereinafter provided for, are hereby authorized 
and required to render a true and accurate return to the Commissioner of Internal 
Revenue, under such rules and regulations and in such form and manner as may be 
prescribed by him, with the approval of the Secretary of the Treasury, setting forth 
the amount of such gains, profits, and income, and the name and address of the recipi- 
ent of such payment: Provided, That such returns shall be required, regardless of 
amounts, in the case of payments of interest upon bonds and mortgages or deeds of 
trust or other similar obligations of corporations, joint-stock companies, associations, 
and insurance companies, and in the case of collections of items (not pajrable in the 
United States) of interest upon the bonds of foreign countries and interest from the 
bonds and dividends from the stock of foreign corporations by persons, corporations, 
partnerships, or associations, undertaking as a matter of business or for profit the 
collection of foreign payments of such interest or dividends by means of coupons, 
checks, or bills of exchange. 

When necessary to make effective the provisions of this section the name and 
address of the recipient of income shall be furnished upon demand of the person, cor- 
poration, partnership, association, or insurance company paying the income. 

The provisions of this section shall apply to the calendar year nineteen hundred 
and seventeen and each calendar year thereafter, but shall not apply to the payment 
of interest on obligations of the United States. 
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Seo. 29. That in assessiiig income tax the net income embraced in the return shall 
also be credited with the amount of any excess profits tax imposed by Act of Congress 
and assessed for the same calendar or fiscal year upon the taxpayer, and, in the case of 
a member of a partnership, with his proportionate share of such excess profits tax 
imposed upon the partnership. 

•Sec. 30. That nothing in section II of the Act approved October third, nineteen 
hundred and thirteen, entitled ''An Act to reduce tariff duties and to provide revenue 
for the Government, and for other purposes, '' or in this title, shall be construed as 
taxing the income of foreign governments received from investments in the United 
States in stocks, bonds, or other domestic securities, owned by such foreign govern- 
ments, or from interest on deposits in banks in the United States of moneys belonging 
to foreign governments. 

Sbc. 31. (a) That the term ''dividends'* as used in this title shall be held to mean 
any distribution made or ordered to be made by a corporation, joint-stock company, 
association, or insurance company, out of its earnings or profits accrued since March 
first, nineteen hundred and thirteen, and payable to its shareholders, whether in cash 
or in stock of the corporation, jointHstock company, association, or insurance company, 
which stock dividend shall be considered income, to the amount of the earnings or 
profits BO distributed. 

(b) Any distribution made to the shareholders or members of a corporation, joint- 
stock company, or association, or insurance company, in the year nineteen hundred 
and seventeen, or subsequent tax years, shall be deemed to have been made from the 
most recently accumulated undivided profits or surplus, and shall constitute a part 
of the annuflJ income of the distributee for the year in which received, and shall be 
taxed to the distributee at the rates prescribed by law fer the years in which such 
profits or surplus were accumulated by the corporation, joint-stock company, associa- 
tion, or insurance company, but nothing herein shall be construed as taxing any 
earnings or profits accrued prior to March first, nineteen hundred and thirteen, but 
such earnings or profits may be distributed in stock dividends or otherwise, exempt 
from the tax, after the distribution of earnings and profits accrued since March first, 
nineteen hundred and thirteen, has been made. This subdivision shall not apply 
to any distribution made prior to August sixth, nineteen hundred and seventeen, 
out of earnings or profits accrued prior to March first, nineteen hundred and thirteen. 

Sbo. 32. Tliat premiums paid on life insurance policies covering the lives of ofi&cers, 
employees, or those financially interested in any trade or business conducted by an 
individual, partnership, corporation, joint-stock company or association, or insurance 
company, shall not be deducted in computing the net income of such individual, 
corporation, joint-stock company or association, or insurance company, or in com- 
puting the profits of such partnership for the purposes of subdivision (e) of section 

nine. 

««««««« 

Title IX.— Act September 8, 1916. 

Sbo. 900. That if any clause, sentence, paragraph, or part of this Act shall for 
any reason be adjudged by any court of competent jurisdiction to be invalid, such 
judgment shall not affect, impair, or invalidate the remainder of said Act, but shall 
be confined in its operation to the clause, sentence, paragraph, or part thereof directly 
involved in the controversy in which such judgment shall have been rendered. 

Effective September 9, 1916. 

Effective date of Act as amended, October 4, 1917. 

Act October 3, 1917: 

Sbo. 1802. That unless otherwise herein specially provided, . this Act sb^ tf^9 
effect on the day following its passage. 

Approved, October 3, 1917. 

76551*— vol. 19—17 17 
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[Pablio, No. a^ 6Sth CoDgnw-H. B. 4280.] 

AS ACT To proYlde reyenue to defray war ezpezues, and for other porpoeei. 

Title I.— War Income Tax. 

Section 1. That in addition to the normal tax imposed by subdiviaon (a) of section 
one of the Act entitled "An Act to increase the revenue, and for other purposes," 
approved September eighth, nineteen hundred and sixteen, there shall be levied, 
asBessed, collected, and paid a like normal tax of two per centum upon the income of 
every individual, a citizen or resident of the United States, received in the calendar 
year nineteen hundred and seventeen and every calendar year thereafter. 

Sec. 2. That in addition to the additional tax imposed by subdivision (b) of section 
one of such Act of September eighth, nineteen hundred and sixteen, there shall be 
levied, assessed, collected, and paid a like additional tax upon the income of every 
individual received in the calendar year nineteen hundred and seventeen and every 
calendar year thereafter, as follows: 

One per centum per annum upon the amount by which the total net income exceeds 
$5,000 and does not exceed $7,500; 

Two per centum per annum upon the amount by which the total net income exceeds 
$7,500 and does not exceed $10,000; 

Three per centum per annum upon the amount by which the total net income 
exceeds $10,000 and does not exceed $12,500; 

Four per centum per annum upon the amount by which the total net income exceeds 
$12,500 and does not exceed $15,000;^ 

Five per centum per annum upon the amount by which the total net income exceeds 
$15,000 and does not exceed $20,000; 

Seven per centum per annum upon the amount by which the total net income 
exceeds $20,000 and does not exceed $40,000; 

Ten per centum per annum upon the amount by which the total net income exceeds 
$40,000 and does not exceed $60,000; 

Fourteen per centum per annum upon the amount by which the total net income 
exceeds $60,000 and does not exceed $80,000; 

Eighteen per centum per annum upon the amount by which the total net income 
exceeds $80,000 and does not exceed $100,000; 

Twenty-two per centum per annum upon the amount by which the total net income 
exceeds $100,000 and does not exceed $150,000; 

Twenty-five per centum per annum upon the amoimt by which the total net income 
exceeds $150,000 and does not exceed $200,000; 

Thirty per centum per anpum upon the amount by which the total net income 
exceeds $200,000 and does not exceed $250,000; 

Thirty-four per centum per annnum upon the amount by which the total net income 
exceeds $250,000 and does not exceed $300,000; 

Thirty-seven per centum per annum ui)on the amount by which the total net 
income exceeds $300,000 and does not exceed $500,000; 

Forty per centtun per annum upon the amount by which the total net income 
exceeds $500,000 and does not exceed $750,000; 

Forty-five per centum per annum upon the amount by which the total net income 
exceeds $750,000 and does not exceed $1,000,000; 

Fifty per centimi per annum upon the amount by which the total net income 
exceeds $1,000,000. 

Sec. 3. That the taxes imposed by sections one and two of this Act shall be com- 
puted, levied, assessed, collected, and paid upon the same basis and in the same 
manner as the similar taxes imposed by section one of such Act of September eighth, 
nineteen hundred and sixteen, except that in the case of the tax imposed by section 
one of this Act (a) the exemptions of $3,000 and $4,000 provided in section seven of 
each Act of September eighth, nineteen himdred and sixteen, as amended by this 
Act, abaU be, irespectively, $1,000 and $2,000, and (b) the returns required under 
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subdivisions (b) and (c) of section eight of such Act a? amended by this Act shall be 
required in the case of net incomes of |1,000 or over, in the case of unmarried persons, 
and $2,000 or over in the case of married persons, instead of $3,000 or over, as therein 
provided, and (c) the provisions of subdivision (c) of section nine of such Act, as 
amended by this Act, requiring the normal tax of individuals on income derived 
from interest to be deducted and withheld at the source of the income shall not apply 
to the new two per centum normal tax prescribed in section one of this Act until on 
and after January first, nineteen hundred and eighteen, and thereafter only one two 
per centum normal tax shall be deducted and withheld at the source under the pro- 
visions of such subdivision (c), and any further normal tax for which th€~recipient of 
such income is liable under this Act or such Act of September eighth, nineteen hun- 
dred and sixteen, as amended by this Act, shall be paid by such recipient. 

Sec. 4. That in addition to the tax imposed by subdivision (a) of section ten of 
such Act of September eighth, nineteen hundred and sixteen, as amended by this 
Act, there shall be levied, assessed, collected, and paid a like tax of four per centum 
upon the income received in the calendar year nineteen hundred and seventeen and 
every calendar year thereafter, by every corporation, joint-stock company or associa- 
tion, or insurance company, subject to the tax imposed by that subdivision of that 
section, except that if it has fixed its own fiscal year, the tax imposed by this section 
for the fiscal year ending during the calendar year nineteen hundred and Seventeen 
shall be levied, assessed, collected, and paid only on that proportion of fts income for 
such fiscal year which the period between January first, nineteen himdred and seven- 
teen, and the end of such fiscal year bears to the whole of such fiscal year. 

The tax imposed by this section shall be computed, levied, assesBed, collected, and. 
paid upon the same incomes and in the some manner as the tax imposed by subdivision 
(a) of section ten of such Act of September eighth, nineteen hundred and sixteen, as 
amended by this Act, except that for the purpose of the tax imposed by this section 
the income embraced in a return of a corporation, joint-stock company or association, 
or insurance company, shall be credited with the amount received as dividends upon 
the stock or from the net earnings of any other corporation, joint-stock company or 
association, or insurance company, which is taxable upon its net income as provided 
in this title. 

Sec. 5. That the provisions of this title shall not extend to Porto Rico or the Philip- 
pine Islands, and the Porto Rican or Philippine Legislature shall have power by due 
enactment to amend, alter, modify, or repeal the income tax laws in force in Porto 
Bico or the Philippine Islands, respectively. 

Title X. — ^Adhznistrahvb Pbovisions 

Sec. 1001. That all administrative, special, or stamp provisions of law, including 
the law relating to the assessment of taxes, so far as applicable, are hereby extended 
to and made a part of this Act, and every person, corporation, partnership, or asso- 
ciation Uable to any tax imposed by this Act, or for the collection thereof, shall 
keep such records and render, under oath, such statements and returns, and shall 
comply with such regulations as the Conmussioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may from time to time prescribe. 
« « « « , « * « 

Sec. 1003. That in aU cases where the method of collecting the tax mposed by this 
Act is not specifically provided, the tax shall be collected in such manner as the 
Commissioner of Internal Revenue with the approval of the Secretary o: the Treasury 
may prescribe. All administrative and penalty provisions of Title VIII o: this Act, 
in so far as applicable, shaU apply to the collection of any tax which the Commissioner 
o Intemal Revenue determines or prescribe) shall be paid by stamp 

Sec. 1004. That whoever fails to make any return required by this Act or the regu- 
lations made under authority thereof within the time prescribed or who makes any 
iahe or fraudulent return, and whoever evades or attempts to evade any tax imposed 
by this Act or fails to collect or truly to account for and pay over any such tax, shall 
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be subject to a penalty of not more than $1,000, or to imprisonment for not more than 
one year, or both, at the discrotion of the court, and in addition thereto a penalty of 
double the tax evadecl, or not collected, or accounted for and paid over, to be assessed 
and collected in the same manner as taxes are assessed and collected, in any case in 
which the punishment is not otherwise specifically provided. 

Sec 1005. That the Gommiaaioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, is hereby authorized to make all needful rules and rela- 
tions for the enforcement of the provisions of thii Act. 

Sec. 1008. That in the payment of any tax under this Act not payable by stamp a 
fractional part of a cent shall be disregarded unless it amounts to one-half cent or 
more, in which case it shall be increased to one cent. 

Sec. 1009. That the Secretary of the Treasury, under rules and regulations pre- 
scribed by him, shall permit taxpayers liable to income and excess profits taxes to 
make payments in advance in installments or in whole of an amount not in excess of 
the estimated taxes which will be due from them, and upon determination of the 
taxes actually due any amount paid in excess shall be refunded as taxes erroneously 
collected: Provided, That when payment is made in installments at least one-fourth 
of such estimated tax shall be paid before the expiration of thirty days after the close 
of the taxable year, at least an additional one-fourth within two months after the 
close of the taxable year, at least an additional one-fourth within four months after 
the close of the taxable year, and the remainder of the tax due on or before the time 
now fixed by law for such payment: Provided further, That the Secretary of the 
Treasury, under rules and regulations prescribed by him, may allow credit against 
such taxes so paid in advance of an amount not exceeding three per centum per 
annum calculated upon the amotmt so paid from the date of such pajonent to the 
date now fixed by law for such payment; but no such credit shall be allowed on 
payments in excess of taxes determined to be due, nor on payments made after the 
expiration of four and one-half months after the close of the taxable year. All penalties 
provided by existing law for failure to pay tax when due are hereby made applicable 
to any failure to pay the tax at the time or times required in this section. 

Sec. 1010. That under rules and regulations prescribed by the Secretary of the 
Treasury, collectors of internal revenue may receive, at par and accrued interest, 
certificates of indebtedness issued under section six of the Act entitled ''An Act to 
authorize an issue of bonds to meet expenditures for the national security and defense, 
and, for the purpose of assisting in the prosecution of the war, to extend credit to 
foreign governments, and for other purposes," approved April twenty-fourth, nineteen 
hundred and seventeen, and any subsequent Act or Acts, and uncertified checks in 
payment of income and excess-profits taxes, during such time and under such regula- 
tions as the Commissioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, shall prescribe; but if a check so received is not paid by the bank 
on which it is drawn the person by whom such check has been tendered shall remain 
liable for the payment of the tax and for all legal penalties and additions the same as 
if such check had not been tendered. 

GENERAL PBOVI$IONS. 

Sbo. 1212. That any amount heretofore withheld by any withholding agent as 
required by Title I of such Act of September eighth, nineteen hundred and sixteen, 
on account of the tax imposed upon the income of any individual, a citizen or resident 
of the United States, for the calendar year nineteen hundred and seventeen, except 
in the cases covered by subdivision (c) of section nine of such Act, as amended by 
this Act, shall be released and paid over to such individual, and the entire tax upon 
the income of such individual for such year shall be assessed and collected in the man- 
ner prescribed by such Act as amended by this Act. 
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Sbc. IdoD. That if any clause, sentence, paragiapli, or part of this Act shall for any 
reason be adjudged by any court of competent jurisdiction to be invalid, such judg- 
ment shall not affect, impair, or invalidate the remainder of said Act, but shall be 
confined in its operation to the clause, sentence, paragraph, or part thereof directly 
involved in the controversy in which such judgment shall have been rendered. 

Effective date of act. 

Sec. 1302. That unless otherwise herein specially provided, this Act shall take 
effect on the day following its passage. 

Approved, October 3, 1917, 

Effective October 4, 1917. 



(T. D. 2550.) 

War excess profits tax, October S, 1917, effective October 4, 1917, except 
as otherwise provided. 

Teeasubt Department, 
Oppiob of Oommissioneb op Internal Revenue, 

WasUngton, D. C, October 20, 1917. 
To collectors ofiTitemal revenue and others concerned: 

The appended extract from an act of Congress, approved October 
3, 1917, is published for the mformation of internal-revenue officers 
and others concerned. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



(Publie, No. 50, «5th Congfw^R. B. 4280.) 

AN ACT To prerklt royonuo to dofray war toqiwnaes, and for othflr porpoflos 
• »«•«•• 

Title II.— War Excess Pbofitb Tax. 

Sbo. 200. That when used in this title— 

The term '* corporation'' includes joint-stock companies or associations and insur- 
ance companies; 

The term ''domestic'' means created under the law of the United States, or of any 
State, Territory, or District thereof, and the term ''foreign" means created under 
the law of any other possession of the United States or of any foreign country or 
government; 

The term "United States" means only the States, the Territories of Alaska and 
Hawaii, and the District of Columbia; 

The term "taxable year" means the twelve months ending December thirty-first, 
excepting in the case of a corporation or partnership which has fixed its own fiscal 
year, in which case it means such fiscal year. The first taxable year shall be the year 
ending December thirty-first, nineteen hundred and seventeen, except that in the 
case of a corporation or partnership which has fixed its own fiscal year, it shall be the 
fiscal year ending during the calendar year nineteen hundred and seventeen. If 
a corporation or partnership, prior to March first, nineteen hundred and eighteen, 
makes a return covering its own fiscal year, and includes therein ihe income received 
during that part of the fiscal year foiling within the calendar year nineteen hundred 
and sixteen, the tax for such taxable year shall be that proportion of the tax computed 
upon the net income during such full fiscal year whidi the time from January first, 
nineteen hundred and seventeen, to the end of such fiscal year bears to the full fiscal 
year; and 
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The term ''prewar period " means the calendar years nineteen hundred and eleven, 
nineteen hundred and twelve, and nineteen hundred and thirteen, or, if a corpora- 
tion or partnership was not in existence or an individual was not engaged in a trade 
or business during the whole of such period, then as many of such yea^ during the whole 
of which the corporation or partnership was in existence or the individual was engaged 
in the trade or business. 

The terms ''trade*' and "business'' include professions and occupations. 

The term '*net income" means in the case of a foreign cori)oration or partnership 
or a nonresident alien individual, the net income received from sources within the 
United States. 

Sec. 201. That in addition to the taxes under existing law and under this act 
there shall be levied, assessed, collected, and paid for each taxable year upon the in- 
come of every corporation, partnership, or individual, a tax (hereinafter in this title 
referred to as the tax) equal to the following percentages of the net income: 

Twenty per centum of the amount iSt the net income in excess of the deduction 
(determined as hereinafter provided) and not in excess of fifteen per centum of the 
invested capital for the taxable year; 

Twenty-five per centum of the amount of the net income in excess of fifteen per 
centum and not in excess of twenty per centum of sucli capital; 

Thirty-five per centum of the amount of the net income in excess of twenty per 
centum and not in excess of twenty-five per centum of such capital; 

Forty-five per centum of the amount of the net income in excess of twenty-five 
per centum and not in excess of thirty- three per centum of such capital; and 

Sixty per centmn of the amount of the net income in excess of thirty-three per 
centmn of such capital. 

For the purpose of this title every corporation or partnership not exempt under 
the provisions of this section shall be deemed to be engaged in business, and all the 
trades and businesses in which it is engaged shall be treated as a single trade or busi- 
ness, and all its income from whatever source derived shall be deemed to be received 
from such trade or business. 

This title shall apply to all trades or businesses of whatever description, whether 
continuously carried on or not, except— 

(a) In the case of ofificers and employees under the United States, or any State, 
Territory, or the District of Columbia, or any local subdivision thereof, the com- 
pensation or fees received by them as such ofiBcers or employees: 

(b) Corporations exempt from tax under the provisions of section eleven of Title 
I of such Act of September eighth, nineteen hundred and sixteen, as amended by 
this Act, and partnerships and individuals carrying on or doing the same business, 
or coming within the same description; and 

(c) Incomes derived from the business of life, health, and accident insurance com- 
bined in one policy issued on the weekly premium payment plan. 

Sec 202. That the tax shall not be imposed in the case of the trade or business of 
a foreign corporation or partnership or a nonresident alien individual, the net income 
of which trade or business during the taxable year is less than $3,000. 

Sec. 203. That for the purposes of this title the deduction shall be as follows, except 
as otherwise in this title provided — 

(a) In the case of a domestic corporation, the sum of (1) an amount equal to the 
same percentage of the invested capital for the taxable year which the average amount 
of the annual net income of the trade or business during the prewar period was of 
the invested capital for the prewar period (but not less than seven or more than nine 
per centum of the invested capital for the taxable year), and (2) $3,000; 

(b) In the case of a domestic partnership or of a citizen or resident of the United 
States, the sum of (1) an amount equal to the same percentage of the invested capital 
for the taxable year which the average amount of the annual net income of the trade 
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or business during the prewar period vas of the invested capital for the prewar period 
(but not less than seven or more than nine per centum of the invested capital for the 
taxable year), and (2) $6,000; 

(c) In the case of a foreign corporation or partnezship or of a nonresident alien 
individual, an amount ascertained in the same manner as provided in subdivisions 
(a) and (b) without any exemption of $3,000 or $6,000; 

(d) If the Secretary of the Treasury is unable satisfactorily to determine the aver- 
age amount of the annual net income of the trade or business during the prewar period, 
the deduction shall be determined in the same manner as provided in section two 
hundred and five. 

Sbc. 204. That if a corporation or partnership was not in existence, or an individual 
was not engaged in the trade or business, during the whole of any one calendar year 
during the prewar period, the deduction shall be an amount equal to eight per ceiitum 
of the invested capital for the taxable year, plus in the Case of a domestic corporation 
$3,000, and in the case of a domestic partnership or a citizen or resident of the United 
States $6,000. 

A trade or business carried on by a corporation, partnership, or individual, although 
formally organized or reorganized on or after January second, nineteen hundred and 
thirteen, which is substantially a continuation of a trade or business carried on prior 
to that date, shall, for the purposes of this title, be deemed to have been in existence 
prior to that date, and the net income and invested capital of its predecessor prior 
to that date shall be deemed to have been its net income and invested capital. 

Sbc. 205. (a) That if the Secretary of the Treasury, upon complaint finds either 

(1) that during the prewar period a domestic corporation or partnership, or a citizen 
or resident of the United States, had no net income from the trade or business, or 

(2) that during the prewar period the percentage, which the net income was of the 
invested capital, wallow as compared with the percentage, which the net income dur- 
ing such period of representative corporations, partnerships, and individuals, engaged 
in a like or similar trade or business, was of their invested capital, then the deduction 
shall be the sum of (1) an amount equal to the same percentage of its inveiiited capital 
for the taxable year which the average deduction (determined in the same manner 
as provided in section two hundred and three, without including the $3,000 or $6,000 
therein referred to) for such year of representative corporations, partnerships, or 
individuals, engaged in a like of similar trade or business, is of their average invested 
capital for such year plus (2) in the case of a domestic corporation $3,000, and in the 
case of a domestic partnership or a citizen or resident of the United States $6,000. 

The percentage which the net income was of the invested capital in each trade or 
business shall be determined by the Commissioner of Internal Revenue, in accordance 
with regulations prescribed by him, with the approval of the Secretary of the Treas- 
ury. In the case of a corporation or partnership which has fixed its own fiscal year, 
the percentage determined by the calendar year ending during such fiscal year shall 
boused. 

(b) The tax shall be assessed upon the basis of the deduction determined as pro- 
vided in section two hundred and three, bpt the taxpayer claiming the benefit of 
this section may at the time of making the return file a claim for abatement of the 
amount by which the tax so assessed exceeds a tax computed upon the basis of the 
deduction determined as provided in this section. In such event, collection of the 
part of the tax covered by such claim for abatement shall not be made until the claim 
is decided, but if in the judgment of the Commissioner of Internal Revenue, the 
interests of the United States would be jeopardized thereby he may require the 
claimant to give a bond in such amount and with such sureties as the commissioner 
may think wise to safeguard such interests, conditioned for the payment of any tax 
found to be due, with the interest thereon, and if such bond, satisfactory to the com- 
missioner, is not given within such time as he prescribes, the full amount of tax 
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M B O B Bo d ahall be collected and the amount overpaid, if any, shall upon final dedaion 
of the application be refunded as a tax erroneoualy or ille^ly collected. 

Ssc. 206. That for the purposes of this title the net income of a corporation shall 
be ascertained and returned (a) for the calendar years nineteen hundred and eleven 
and nineteen hundred and twelve upon the same basis and in the same manner as 
provided in section thirty-eight of Uie Act entitled ''An Act to provide revenue, 
equalize duties, and encourage the industries of the United States, and for other pur- 
poses," approved August fifth, nineteen hundred and nine, except that income taxes 
paid by it within the year imposed by the authority of the United States shall be 
included; (b) for the calendar year nineteen hundred and thirteen upon the same 
basis and in the same manner as provided in section II of the Act entitled "An Act 
to reduce tariff duties and to provide revenue for the Grovemment, and for other 
purposes," approved October third, nineteen hundred and thirteen, except that 
income taxes paid by it within the year imposed by the authority of the United States 
ahall be included, and except that the amounts received by it as dividends upon the 
stock or from the net earnings of other corporations, joiut-stock companies or asso- 
ciations, or insurance companies, subject to the tax imposed by section II of such 
Act of October third, nineteen hundred and thirteen, shall be deducted; and (c) for 
the taxable year upon the same basis and in the same manner as provided in Title I of 
the Act entitled ''An Act to increase the revenue, and for other purposes/' approved 
September eighth, nineteen hundred and sixteen, as amended by this Act, except 
that the amounts received by it as dividends upon the stock or 6?om the net earnings 
of other corporations, joint-stock companies or associations, or insurance companies, 
subject to the tax imposed by Title I of such Act of September eighth, nineteen hun- 
dred and sixteen, shall be deducted. 

The net income of a partnership or individual shall be ascertained and returned 
for the calendar years nineteen hundred and eleven, nineteen hundred and twelve, 
and nineteen hundred and thirteen, and for the taxable year, upon the same basis 
and in the same manner as provided in Title I of such Act of September eighth, nine- 
teen hundred and sixteen, as amended by this Act, exoept that the credit allowed 
by subdivision (b) of section five of such Act shall be deducted. There shall be 
allowed (a) in the case of a domestic partnership the same deductions as allowed to 
individuals in subdivision (a) of section five of such Act of September eighth, nine- 
teen hundred and siicteen, as amended by this Act; and (b) in the case of a foreign 
partnership the same deductions as allowed to individuals in subdivision (a) of section 
six of such Act as amended by this Act. 

Sec. 207. That as used in this title, the term 'invested capital'' for any year 
means the average invested capital for the year, as defined and limited in this title, 
averaged monthly. 

Ab used in this title "invested capital " does not include stocks, bonds (other than 
obligations of the United States), or other assets, the income from which is not sub- 
ject to the tax imposed by this title nor money or other property borrowed, and means 
subject to the above limitations: 

(a) In the case of a corporation or partnership: (1) Actual cash paid in, (2) the 
actual cash value of tangible property paid in other than cash, for stock or shares in 
such corporation or partnership, at the time of such payment (but in case such tang- 
ible property was paid in prior to January first, nineteen hundred and fourteen, the 
actual cash value of such property as of January first, nineteen hundred and fourteen, 
but in no case to exceed tbie par value of the original stock or shares specifically issued 
therefor), and {3) paid in or earned surplus and undivided profits used or employed 
in the business, exclusive of undivided profits earned during the taxable year: Pro- 
vided, That (a) the actual cash value of patents and copyrights paid in for stock or 
shares in such corporation or partnership, at the time of such payment, shall be in- 
cluded as invested capital, but not to exceed the par value of such stock or shares 
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at the time of such payment, and (b) the good will, trade-marks, trade brands, the 
franchise of a corporation or partnership, or other intangible property, shall be in- 
cluded as invested capital if the corporation or partnership made payment bona 
fide therefor specifically as such in cash or tangible property, the value of such good 
will, trade-mark, trade brand, franchise, or intangible property, not to exceed the 
actual cash or actual cash value of the tangible property paid therefor at the time of 
such payment; but good will, trade-marks, trade brands, franchise of a corporation 
or partnership, or other intangible property, bona fide purchased, prior to March 
third, nineteen hundred and seventeen, for and with interest or shares in a part- 
nership or for and with shares in the capital stock of a corporation (issued prior to 
March third, nineteen hundred and seventeen), in an amount not to exceed, on 
March third, nineteen hundred and seventeen, twenty per centum of the total inter- 
ests or shares in the partnership or of the total shares of the capital stock of the cor- 
poration, shall be included in invested capital at a value not to exceed the actual 
cash value at the time of such purchase, and in case of issue of stock therefor not to 
exceed the par value of such stock; 

(b) In the case of an individual, (1) actual cash paid into the trade or business, and 
(2) the actual cash value of tangible property paid into the trade or business, other than 
cash, at the time of such x>aynient (but in case such tangible property was paid in 
prior to January first, nineteen hundred and fourteen, the actual cash value of such 
property as of January first, nineteen hundred and fourteen), and (3) the actual cash 
value of x>atents, copyrights, good will, trade-marks, trade brands, franchises, or other 
intangible property, paid into the trade or business, at the time of such payment, 
if payment was made, therefor specifically as such in cash or tangible property, not 
to exceed the actual cash or actual cash value of the tangible property bona fide 
.paid therefor at the time of such payment. 

In the case of a foreign corporation or partnership or of a nonresident alien individual 
the term '^invested capital" means that proportion of the entire invested capital, as 
defined and limited in this title, which the net income from sources within the United 
States bears to the entire net income. 

Sbc. 208. That in case of the reorganization, consolidation or change of ownership 
of a trade or business after March third, nineteen hundred and seventeen, if an interest 
or control in such trade or business of fifty per centum or more remains in control of 
the same persons, corporations, associations, partnerships, or any of them, then in 
ascertaining the invested capital of the trade or business no asset transferred or received 
from the prior trade or business shall be allowed a greater value than would have been 
allowed under this title in computing the invested capital of such prior trade or busi- 
ness if such asset had not been so transferred or received, unless such asset was paid 
for specificaily as such, in cash or tangible property, and then not to exceed the actual 
cash or actual cash value of the tangible property paid therefor at the time of such 
payment. 

Sec. 209. That in the case of a trade or business having no invested capital or not 
more than a nominal capital there shall be levied, assessed, collected and paid, in 
addition to the taxes under existing law and under this Act, in lieu of the tax imposed 
by section two hundred and one, a tax equivalent to eight per centum of the net 
income of such trade or business in excess of the following deductions: In the case of 
a domestic corporation $3,000, and in the case of a domestic partnership or a citizen 
or resident of the United States 16,000; in the case of all other trades or business, no 
deduction. 

Sec. 210. That if the Secretary of the Treasury is unable in any case satisfactorily 
to determine the invested capital, the amount of the deduction shall be the sum of 
(1) an amount equal to the same proportion of the net income of the trade or business 
received during the taxable year as the proportion which the average deduction 
determined in the same manner as provided in secticm t^o hundred and three, 
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without including the $3,000 or |6,000 therein referred to) for the same calendar year 
of representative corporations, partnerships, and individuals, engaged in a like or 
similar trade or business, bears to the total net income of the trade or business received 
by such corporations, partnerships, and individuals, plus (2) in the case of a domestic 
corporation $3,000, and in the case of a domestic partnership or a citizen or resident 
of the United States $6,000. 

For the purpose of this section the proportion between the deduction and the net 
income in each trade or business shall be determined by the Commissioner of Internal 
Revenue in accordance with regulations prescribed by him, with the approval of the 
Secretary of the Treasury. In the case of a corporation or partnership wMch has fixed 
its own fiscal year, the proportion determined for the calendar year ending during such 
fiscal year shall be used. 

Sec. 211. That every foreign partnership having a net income of $3,000 or more for 
the taxable year, and every domestic partnership having a net income of $6,000 or 
more for the taxable year, shall render a correct return of the income of the trade or 
businees for the taxable year, setting forth specifically the gross income for such year, 
and the deductions allowed in this title. Such returns shall be rendered at the same 
time and in the same manner as is prescribed for income-tax returns under Title I of 
such Act of September eighth, nineteen hundred and sixteen, as amended by this 
Act. 

Seo. 212. That all administrative, special, and general provisions of law, including 
the laws in relation to the assessment, remission, collection, and refund of internal- 
revenue taxes not heretofore specifically repealed, and not inconsistent with the 
provisions of this title are hereby extended and made applicable to all the provisions 
of this title and to the> tax herein imposed, and all provisions of Title 1 of such Act of 
September eighth, nineteen hundred and sixteen, as amended by this Act, relatii^ to 
retiuns and payment of the tax therein imposed, including penalties, are hereby made 
applicable to llie tax imposed by this title. 

Sec. 213. That the Commissioner ^of Internal Ilevenue, with the approval of the 
Secretary of the Treasury, shall make all necessary regulations for carrying out the 
provisions of this title, and may require any ccnrporation, x>ai^eiBhip, or individual, 
subject to the provisions of this title, to furnish him with such facts, data, and infor- 
mation as in his iudgment are necess^iry to collect the tax imposed by this title. 

Sec. 214. That Title II (sections two hundred to two hundred and seven, inclu- 
sive) of the Act entitled ** An Act to provide increased revenue to defray the expenses 
of the increased appropriations for the Army and Navy, and the extensions of fortifi- 
cations, and for other purposes,^' approved March third, nineteen hundred and seven- 
teen, is hereby repealed. 

Any amount heretofore or hereafter paid on account of the tax imposed by such 
Title II, shall be credited toward the payment of the tax imposed by this title, and if 
the amount so paid exceeds the amount of such tax the excess shall be refunded as a 
tax erroneously or illegally collected. 

Subdivision (1) of section three hundred and one of such Act of September eighth, 
nineteen hundred and sixteen, is hereby amended so that the rate of tax for th ) 
taxable year nineteen hundred and seventeen shall be ten per centum instead of 
twelve and one-half per centum, as therein provided. 

Subdivision (2) of such section is hereby amended to read as follows: 

''(2) This section shall cease to be of effect on and after January first, nineteen 
hundred and eighteen.'' 

Title X.— Administbative Provisions. 

Sec. 1001. That all administrative, special, or stamp provisions of law, including 
the law relating to the iissessment of taxes, so far as applicable, are hereby extended 
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to and made a part of this Act, and every person , corporation, partnership, or associa- 
tion liable to any tax imposed by this Act, or for the collection thereof, shall keep 
such records and render, under oath, such statements and returns, and shall comply 
with such regulations as the Commissioner of Internal Revenue, with the approval 

of the Secretary of the Treasury, may from time to time prescribe. 

« « « « « « « 

Sec. 1003. That in all cases where the method of collecting the tax imposed by this 
Act is not specifically provided, the tax shall b6 collected in such manner as the 
Gonmiissioner of Internal Revenue with the approval of the Secretary of the Treasury 
may prescribe. All administrative and penalty provisions\)f Title VIII of this Act, 
in so far as applicable, shall apply to the collection of any tax which the Oommissioner 
of Internal Revenue determines or prescribes shall be paid by stamp. 

Sec. 1004. That whoever fails to make any return required by this Act or the regu- 
lations made under authority thereof within the time prescribed or who makes any 
false or fraudulent return, rnd whoever evades or attempts to ^vade any tax imposed 
by this Act or fails to collect or truly to accotbit for and pay over any such tax, shall be 
subject to a penalty of not more than $1,000, or to imprisonment for not more than one 
year, or both, at the discretion of the court, and in addition thereto a penalty of double 
the tax evaded, or not collected, or accounted for and paid over, to be assessed and 
collected in the same manner as taxes are assessed and collected, in any case in which 
the punishment is not otherwise specifically provided. 

Sec. 1005. That the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, is hereby authorized to make all needful rules and 
regulations for the enforcement of the provisions of this Act. 

« « « « « « « 

Sec. 1008. That in the payment of any tax tmder this Act not payable by stamp a 
fractional part of a cent shall be disregarded unless it amounts to one-half cent or more, 
in which case it shall be increased to one cent. 

Sec . 1009 . That the Secretary of the Treasury, under rules and regulations prescribed 
by him, shall permit taxpayers liable to income and excess' profits taxes to make pay- 
ments in advance in installments or in whole of an amount not in excess of the esti- 
mated taxes which will be due from them, and upon determination of the taxes actually 
due any amount paid in excess shall be refunded as taxes erroneously collected: Pro- 
vided, That when payment is made in installments at least one-fourth of such estimated 
tax shall be paid before the expiration of thirty days after the close of the taxable year, 
at least an additional one-fourth within two months after the close of the taxable year, at 
least an additional one-fourth withinf our months after the close of the taxable year, and 
the remainder of the tax due on or before the time now fixed by law for such payment: 
Provided further, That the Secretary of the Treasury, under rules and regulations 
prescribed by him, may allow credit against such taxes so paid in advance of an 
amount not exceeding three per centum per annum calculated upon the amount so 
paid from the date of such payment to the date now fixed by law for such payment; 
but no such credit shall be allowed on payments in excess of taxes determined to be 
due, nor on payments made after the expiration of four and one-half months after the 
close of the^ taxable year. All penalties provided by existing law for failure to pay 
tax when due are hereby made applicable to any failure to pay the tax at the time or 
times required in this section. 

Sec. 1010. That under rules and regulations prescribed by tiie Secretary of the 
Treasury, collectors of internal revenue may receive, at par and accrued interest, cer- 
tificates of indebtedness issued under section six of the Act entitled "An Act to author- 
ize an issue of bonds to meet expenditures for the national security and defense, and, 
for the purpose of assisting in the prosecution of the war, to extend credit to foreign 
governments, and for other purposes,'' approved April twenty-fourth, nineteen hun- 
dred and seventeen, and any subsequent Act or Acts, and uncertified checks in pay- 
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ment of income and excefls-profits taxes, during such time and under such relations 
as the Gommisaioner of Internal Revenue, witii the approval of the Secretary of the 
Treasury, shall prescribe; but if a check so received is not paid by the bank on which 
it is drawn the person by whom such check has been tendered shall remain liable for 
the payment of the tax and for all legal penalties and additions the same as if such 
check had not been tendered. 

Gbnehal Pbovisions. 

Ssc. 1212. That any amount heretofore withheld by any withholding agent as 
required by Title I of such Act of September eighth, nineteen hundred and sixteen, 
on account of the tax imposed upon the income of any individual, a citizen or resi- 
dent of the United States, for the calendar year nineteen hundred and seventeen, 
except in the cases covered by subdivision (c) of section nine of such Act, as amended 
by this Act, shall be released and paid over to such individual, and the entire tax 
upon the income of such individual for juch year shall be assessed and collected In 

the maimer prescribed by such Act as iSnended by this Act. 

« « • « « « * 

Sec. 1300. That if any clause, sentence, paragraph, or part of this Act shall for 
any reason be adjudged by any court of competent jurisdiction to be invalid, such 
judgment shall not affect, impair, or invalidate the remainder of said Act, but shall 
be confined in its operation to the clause, sentence, paragraph, or part thereof directly 
involved in the controversy in which such judgment shall have been rendered. 

Effeotivb Date op Act. 

Sbo. 1302. That unless otherwise herein specially provided, this Act shall take 
effect on the day following its passage. 
Approved, October 3, 1917. 
Effective October 4, 1917. 



(T. D. 2551.) 



Eiumpdan of tax an Qovemment hills of lading and transportation 

requests. 

Instructions relative to the exemption provided by section 502 of the act of October 
3, 1917, from the tax imposed under section 500 of said act upon any payments 
for services rendered to the United States or any State, Territory, or the District 
of Columbia. 

Tbeasubt Depabtmbnt, 
Oppiob OF CoionssiONEB OF Internal Revenue, 

Washington, D. (7., October 22, 1917. 
To collectors of internal revenue and others concerned: 
Section 602 of the act of October 3^ 1917, provides — 

That no tax shall be imposed under section ^ve hundred upon any payment re- 
ceived for services rendered to the United States, or any State, Territory, or the 
District of Columbia. The right to exemption under this section shall be evidenced 
in such manner as the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, may by regulation prescribe. 

All shipments either by freight or express, the charges on which 
are paid by the United States, will be free of the tax imposed by 
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section 600. Shipments of Government property by Government 
officers will be made on Government bills of lading. 

Shipments of property belonging to a State Territory, or the Dis- 
trict of Colimibia, tiie charges on which are paid by the State, Ter- 
ritory, or the District of Columbia, will be made free of the tax 
imposed by section 500. 

It will be necessary in all cases of shipments made by freight or 
express, where Government bills of lading are not used, for the officer 
or employee of the United States, State, Territory, or District of 
Columbia to satisfy the agent to whom the c*harges are paid that 
the service rendered or to be rendered is for the United States, State, 
Territory, or District of Columbia, as the case may be, and the 
i^ent collecting the charges should note on the records of his office 
the name of the consignor and consignee, and indicate thereon that 
such shipment covered service rendered the United States, State, 
Territory, or District of Columbia, as the case may be, and was not 
subject to the tax. 

Shipments by freight or express of property received by the 
United States, or any State, Territory, or the District of Columbia 
are free of the tax imposed by section 500, provided the United 
States, or any State, Territory, or the District of Columbia is liable 
for and pays the transportation charges on such shipments. 

When officers or employees of the United States, or of any State, 
Territory, or the District of Columbia, travel on transportation 
requests, the transportation requests will be sufficient evidence that 
the tickets obtained thereon either for transportation by rail or 
water, or for seats, berths, or staterooms in parlor cars, sleeping cars, 
or on vessels were received from the agent without the payment of 
the tax imposed by section 500. 

The agent of the transportation company who issues the ticket 
should note on the records of his office the number of the Govern- 
ment transportation request. Where travel is made by officers or 
employees of a State, Territory, or the District of Columbia upon 
transportation requests a notation should be made on the records of the 
agent issuing the ticket so that a verification can be made as in case 
of Government transportation requests. 

When an officer or employee of the United States, or of a State, 
Territory, or the District of Columbia, is traveling on official busi- 
ness and pays cash for his transportation or presents a mileage book 
purchased prior to November 1, 1917, he will give to the agent from 
whom tickets are obtained for transportation by rail or water, or for 
seats, berths, or staterooms in parlor cars, sleeping cars, or on ves- 
sels, or to the conductor or agent to whom he presents the mileage 
book, his certificate stating that the service to be rendered from the 
place named to the place named is on account of official business 
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and not for private purposes. Transportation agents should not 
accept such certificates unless the oflBicer or employee presenting same 
shows satisfactory credentials. 

A form of certificate will be furnished by the Treasury Department 
for the officers and employees of the United States. If officers and 
employees of the United States are not supplied with these certifi- 
cates by November 1, 1917, a certificate in the following form should 
be given transportation agents when the travel is on official business 
and cash fare is paid or mileage book is used which was purchased 
prior to November 1, 1917: 



(Name of place.) 

,191 . 

I certify that the ticket (or tickets) No , Form No , f or 

(state the purpose for which purchased, whether for transportation by rail or water, 
or for seat, berth, or stateroom in parlor car, sleeping car, or on vessel, or for charges 

for excess baggage), from to , via 

is on account of official business and not for private purposes, and is exempt from 
the tax imposed by the act of October 3, 1917. 



(Signature of officer or employee purchasing ticket.) 

(TiVleO *^ 

(Department or establishment ) 



In case a ticket, obtained either on a transportation request or by 
purchase and not partially used prior to November 1, 1917, is pre- 
sented for travel on official business on or after November 1, 1917 a 
certificate made in the form indicated above should be given to the 
conductor to whom such ticket is first presented. 

All telegraph, telephone, or radio messages of officers and employees 
of the United States, or of a State, Territory, or the District of 
Columbia, on official business are exempt from tax and should not be 
reported in the monthly return of the telegraph, telephone, or radio 
compaiiy. In case of a telegraph or radio message, the officer or 
employee sending such message should certify thereon that it is on 
account of official business and not for private purposes. 

This certificate may be in the following form: 

I certify that this message is on official business and not for private purposee. 



(Title.) 

Daniel C. Ropeb, 
Commissioner of Internal Revenue, 
Approved: 

Oscar T. Crosbt, 

Acting Secretary oj the Treasury. 
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(T. D. 2552.) 

Taxes on cigarette papers and tubes. 

Regulations concerning payment of tax on cigarette i^pers and tubes under section 
404, act of October 3, 1917. 

Trbasuet Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 22, 1917. 
To collectors ofiidemal revenue and others concerned: 
Section 404 of the act of October 3, 1917, provides — 

That there shall be le\ded, assessed, and collected upon cigarette paper made up 
into packages, books, 'sets, or tubes, made up in or imported into the United States 
and intended for use by {he smoker in making cigarettes, the following taxes: On 
each package, book, or set containing more than twenty-five but not more than 
fifty papers, one-half of 1 cent; containing more than fifty but not more than <^ne 
himdred papers, 1 cent; containing more than one hundred papers, 1 cent for each 
one hundred papers or fractional part thereof; and upon tubes, 2 cents for each one 
hundred tubes oz fractional part thereof. 

In section 402 it is provided that section 404 "shall take effect 
thirty days after the passage of this act." 
Said act further provides: 

Sec. 1003. That in all cases where the method of collecting the tax imposed by this 
act is not specifically provided, the tax shall be collected in such manner as the 
Commissioner of Internal Revenue, with the approval of the Secretary of the Treas- 
ury, may prescribe. All administrative and penalty provisions of Title VIII of this 
act, in so far as applicable, shall apply to the collection of any tax which the Com- 
missioner of Internal Revenue determines or prescribes shall be paid by stamp. 

Sec. 1005. That the Oommiflsioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, is hereby authorized to make all needful rules aai regu- 
lations for the enforcement of the provifdons of this act. 

Under authority conferred by the foregoing sections of the act 
the following regulations are issued concerning the payment of 
internal-revenue taxes imposed on cigarette papers and tubes. 

TAX AND EXEMPTIONS. 

(1) The taxes imposed by section 404 of the act approved October 
3, 1917, upon cigarette paper made up into pack£(ges, books, sets, or 
tubes intended for use by the smoker in making cigarettes, which 
become eflFective on November 2, 1917, accrue upon removal of such 
packages, books, sets, or tubes from the place where they are made 
in the United States, or, if they are imported, upon withdrawal 
from customhouse for consumption or use. These taxes will be 
assessed and collected as hereinafter provided. 

The rates of tax are as follows: Cigarette papers made up into 
packages, books, or sets containing more than 25 but not more than 
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60 papers per package, book, or set, i cent; cigarette papers made 
up into packages, books, or sets containing more than 50 but not 
more than 100 papers per package, book, or set, 1 cent; cigarette 
papers made up into packages, books, or sets containing more than 
100, per 100 or fractional part, 1 cent; cigarette tubes, per 100 or 
fractional part thereof, 2 cents. 

Cigarette papers made up into packages, books, or sets contain- 
ing not more than 25 papers, and also cigarette tubes delivered to a 
duly registered manufacturer of cigarettes under conditions herein- 
after stated, are exempt from tax. 

No provision is made by law for the exportation without the pay- 
ment of tax of cigarette papers in packages, books, or sets, or of 
cigarette tubes. 

IMPORTED CIGARETTE PAPERS AND TUBES. , 

(2) When cigarette paper made up into packages, books, or sets . 
or cigarette tubes are imported into the United States, the customs 
consumption entry or withdrawal for consumption entry shaQ be 
prepared in triplicate and shall show in detail (a) number of pack- 
ages, etc., containing not more than 25 papers each; (h) dumber of 
packages, etc., containing more than 25 but not more than 50 papers 
each; (c) number of packages, etc., containing more than 50 but not 
more than 100 papers each; (rf) number of packages, etc., contain- 
ing papers each; (e) number of packages, etc., containing 

papers each; (/) number of cigarette tubes intended for use by the 
smoker in making cigarettes (taxable) ; (q) number of cigarette tubes 
(exempt) to be delivered to a duly registered manufacturer of cigar- 
ettes, giving name, address, factory number, district, and State of 
such manufacturer. 

Two copies of such customs entries will be filed with the collector 
of internal revenue. The internal-revenue tax on the cigarette papers 
in packages, books, or sets or cigarette tubes shown by such entries to 
be due shall be paid to the collector of internal revenue at the time 
the entries are filed with him. Receipts on Form 1 shall be issued 
until a form for the payment of such taxes can be printed and fur- 
nished to collectors. On one copy of the customs entry the collector 
of internal revenue will indorse a certificate under his official seal, 
setting forth that the internal-revenue tax on the articles described 
therein has been paid, naming the amount of such payment, and he 
will then deliver such copy, so certified, to the importer, to be filed 
by him with the collector of customs. The release of the articles 
described in the customs entry will not be made by the customs 
officer, in whose custody the same are, without the certificate of the 
collector of internal revenue, as prescribed. Report in duplicate will 
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also be made on each importation by the collector of customs to the 
collector of internal revenue of the quantity imported, as ascertained 
on final examination. Upon such report payment of additional tax 
due will be required immediately. If payment in any case is in excess 
of the tax as ascertained from such report, claim for refund of the 
excess may be filed. 

The collector of internal revenue will forward at the close of each 
month the copy of the customs entry retained by him and one copy 
•of the report of the collector of customs on each importation to the 
Commissioner of Internal Revenue with Form 58, on which the 
payment shaU be Usted currently as received. 

DOMESTIO MANUFACTURES. 

(3) Every person, corporation, partnership, or association making 
up cigarette paper into packages, books, sets, or tubes in the United 
States will be required to keep a book and enter therein each day the 
number of packages, books, or sets and the number of papers con- 
tained therein and the number of tubes removed for consumption or 
use imder the several heads, as foUows: (a) Containing not more 
than 25 papers each; (b) containing more than 25 but not more than 
50 papers each; (c) containing more than 50 but not more than 100 

papers each; (d) containing papers each; (e) containing 

papers each; (/) number of packages of tubes per 100 or fractional 
part thereof; (g) number of cigarette tubes exempt from tax. 

A daily record will also be required to be kept of the number of 
cigarette tubes sold and deUvered tax free to duly registered manu- 
facturers of cigarettes, giving the name, address, factory number, 
the number of the district, and the State of each, and also the number 
of packages of cigarette tubes containing 100 tubes or fractional part 
thereof, and the number of tubes intended for use by the smoker in 
making cigarettes removed subject to tax. 

At the dose of each month return wiU be required to be made from 
the book of the maker of cigarette papers into packages, books, sets, 
or tubes which will indicate the amount of tax required to be paid; 
and such return, with abstracts of the record of the sales and dehv- 
eries of cigarette tubes dehvered to manufacturers of cigarettes and 
removed for use by the smoker in making cigarettes, will be sworn 
to and filed with the collector of internal revenue for the district on 
or before the 10th day of the succeeding month. Payment of the 
tax shown to be due will be required at the time of filing return. 

Forms of books, records, returns, and abstracts above referred to 
will be furnished collectors for distribution to and use by taxpayers 
76551"— VOL 19—17 18 
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under this section of the act at the earliest practicable date. Until 

printed blanks can be supplied improvised books, records, and returns 

shall be used. 

Daniel C. Ropbb, 

Commissioner of IrUemdl Reven/ue. 
Approved: 

Oscar T. Crosby, 

Acting Secretary oj the Treasury. 



Cr. D. 2553.) 

War excise tax. 

[Superseded by T. D. 2673.] 



(T. D. 2554.) 
Liberty loan bonds as security for taxes. 

Collectors are authorized to accept for payment of floor taxes, in lieu of Liberty bonds, 
a certificate of a bank or trust company, a member of the Federal Reserve Sjrstem, 
to the effect that the taxpayer has deposited with the bank or trust company certi- 
ficates of indebtedness in full payment of Liberty bond subscription. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October «5, 1917. 
To collectors of internal revenue: 

Reference is made to T. D. 2537, in which collectors were advised 
that they might accept in lieu of surety bonds as security for the pay- 
ment of floor taxes covered by section 1002 of the act of Congress 
approved October 3, 1917, Liberty loan bonds of the United States 
equivalent to the actual amount of the taxes due. 

Section 1002 of the act above referred to provides in part as fol- 
lows: 

Payment of the tax shown to be due may be extended to a date not exceeding 
■even months from the passage of this act, upon the filing of a bond for payment in 
such form and amount and with such sureties as the Commissioner of Internal Reve- 
nue, with the approval of the Secretary of the Treasury, may prescribe. 

The 4 per cent Liberty loan bonds will not be available for deposit 
on November 2, 1917. In heu thereof collectors are hereby authori- 
ized to accept for the payment of floor taxes a certificate of a bank 
or trust company^ a member of the Federal Reserve System, the suffi- 
ciency and solvency of which are satisfactory to the collector, to the 
effect that the taxpayer has deposited with the bank or trust com- 
pany cash or Treasury certificates of indebtedness in full payment of 
liberty loan bond subscriptions in the name of the *' Commissioner 
of Internal Revenue in trust for /' or in the event the bond 
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transaction is not consummated the taxes will be paid to the col- 
lector in cash or corporate surety bond filed. 
The form of certificate shaU be as follows: 

This is to certify that on the day of , A. D. 1917, company, of 

-, deposited with the Bank of , dollars (or Treasury certifi- 



cates of indebtedness) in full payment of subscription of dollars United States 

Liberty loan bonds of the second series in the name of the Commissioner of Internal 
Revenue in trust for , with the condition that if the full amount of bonds sub- 
scribed for is not allotted to the subscriber the difference will be held for payment to 

the collector of internal revenue for the collection district of in satisfaction 

of taxes due, unless the taxpayer pays the taxes in cash or files satisfactory corporate 
surety bond. 

In due course the bonds, if allotted to the subscriber, will be issued 
to the Commissioner of Internal Revenue in trust for the subscriber, 
and upon the payment of the taxes secured thereby, either registered 
or coupon bonds will be issued according to the instructions of the. 
subscriber and deUvered at the place designated by him . 

Certificates filed with the collector as security should be at once 
forwarded to the Commissioner of Internal Revenue. 

All Liberty loan bonds deposited as security should be immediately 
forwarded to the Commissioner of Internal Revenue by registered 
mail for safe-keeping, except in those cases in which the collector's 
office Is located in the same city as a Federal reserve bank, in which 
cases coupon bonds received should be deposited with the Federal 
reserve bank, which will i3sue its receipt in triplicate for the bonds, 
with the condition that the bonds are to be surrendered to the sub- 
scriber upon the order of the Commissioner of Internal Revenue. 
One of the receipts received should be forwarded to the subscriber 
and another to the Commissioner of Internal Revenue. If the bonds 
received for deposit are registered they should be assigned to the 
Commissioner of Internal Revenue and in every such case forwarded 
to him. In forwarding registered bonds by registered mail it will 
not be necessary to have the package containing the same insured. 
In forwarding coupon bonds the package must be insured, and a 
letter written to the Secretary of the Treasury, Division of Pubhc 
Moneys, advising of the shipment and specifying that it consists ol 
^^Liberty loan bonds." If insurance blanks are used in accordance 
with article 187 (a) of regulations No. 2, revised, it should be clearly 
stated thereon that the shipment consists of "Liberty loan bonds." 

Daniel C. Roper, 
Commissioner of Internal Revenue. 

Approved: 

OscAB T. Ceosbt, 

Acting Secretary of ike Treasury. 
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(T. D. 2566.) 

Shipment of tax-paid wines in tank cars — Amendment to T. D. 2474 

Tbeasuby Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., Odoler 25, 1917. 
To collectors of internal revenue and others concerned: 

T. D. 2474, amending article 16 of regulations 28, supplement No. 2, 
relating to the shipment of tax-paid wines in tank cars, is hereby 
further amended as follows: 

In case of shipment of tax-paid wines in tank cars, the shipper will 
be required to make bills of lading in triplicate. Two copies of these 
bills of lading will be at once filed with the collector of the district 
from which such wines are shipped, with uncanceled stamps of the 
required denominations affixed to one of these copies. The bill of 
lading to which- the uncanceled stamps are attached will then be 
checked with the wine maker^s or dealer^s monthly statement (Form 
701 or 702), and, together with the uncanceled stamps, will be for- 
warded by the collector, by registered mail, to the Commissioner of 
Internal Revenue at the close of each month. 

Immediately upon receipt of these two bills of lading and imcan- 
celed stamps the collector will mail one copy of tne bill of lading to 
the collector of the district to which the tank car or tank cars are con- 
signed, noting thereon that the appropriate stamps have been re- 
ceived in his office (stating the amoxmt and the date received). The 
third copy of the bill of lading will be sent by the shipper to the con- 
signee, after noting thereon that appropriate stamps were forwarded 
to the collector's office (giving the amoimt of stamps and date for- 
warded). 

The collector of the district to which such tank cars are consigned 
will see that they are not released to the consignee imtil he has 
received a copy of the bill of lading, duly certified by the collector of 
the district from which shipped, stating that the proper stamps have 
been received in his office. 

For such shipments the label to be affixed to the car will, in addi- 
tion to the prescribed marks, contain the words " tax paid." 

All shipments of wine in tank cars, whether in bond or tax paid, 
will be reported as separate items on Form 701 or 702, as the case 
may be. 

Wines shipped to other than bonded premises, on which the tax 
has not been paid by stamp, as provided for above, will be seized and 
the shipper thereof will be prosecuted under the provisions of para- 
graph (/) of section 402 of the act of September 8, 1^16. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
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(T. D.2556.) 

Returns and inventories of floor stocks of tobacco, snuff, etc. 

AD tax-paid manufactured tobacco, snuff, cigars, and cigarettes in excess of certain 
quantities held for sale on October 4, 1917, required to be inventoried and returned 
for assessment of additional tax. Dealers and others required to pay the tax 
must make return on Form 416 G in duplicate under oath on or before November 2, 
1917. Payment of tax shown to be due is required at time of filing return, but 
may, upon filing of a bond, be extended to a date not exceeding seven months 
from the passage of the act of October 3, 1917. 

Treasury Department, v 
Office of Commissioner of Internal Revenue, 

WashiTigton, D. a, Octoler 16, 1917. 
To collectors of internal revenue and others concerned: 
Section 403 of the act approved October 3, 1917, provides — 

That there shall also be levied and collected, upon all manufactured tobacco and 
snuff in excess of one hundred pounds or upon cigars or cigarettes in excess of one 
thousand, which were manufactured or imported, and removed from factory or custom- 
house prior to the passage of this act, bearing tax-paid stamps affixed to such articles 
for the payment of the taxes thereon, and which are, qn the day after this act is passed, 
held and intended for sale by any person, corporation, partnership, or association 
* * * an additional tax equal to one-half the tax imposed by such sections (400 
and 401) upon such articles. 

The rates of additional tax (equal to one-half the tax imposed by 
said act) upon tax-paid manufactured tobacco, snuff, cigars, and 
cigarettes held for sale in excess of the amounts stated are as follows: 

P«r 1,000. 
Class B. Cigars weighing more than 3 pounds per thousand manufactured or 
imported to retail at 4 cents or more each and not more than 7 cents 

each $0. 50 

Class C. Cigars weighing more than 3 poimds per thousand manufactured or 
imported to retail at more than 7 cents each and not more than 15 

cents each 1. 60 

Class D Cigars weighing more than 3 pounds per thousand manufactured or 
imported to retail at more than 15 cents each and not more than 

20 cents each ^ 2.50 

Class E. Oigars weighing more than 3 poimds per thousand manufactured or 

imported to retail at more than 20 cents each 3. 50 

Cigan weighing not more than 3 pounds per thousand 12i 

Cigarettes weighing not more than 3 pounds per thousand .40 

Cigarettes weighing more than 3 pounds per thousand 60 

Tobacco and snuff ; 02i 

No additional tax on cigars weighing more than 3 potmds per thousand manufac- 
tured or imported to retail at less than 4 cents each. 

Instructions in T. Mim. 1600, dated August 24, 1917, provided 
that copies of instructions and temporary inventory forms prepared 
by collectors according to drafts which were forwarded them should, 
immediately upon receipt of telegraphic advice from the depart- 
ment as to rates, etc., on passage of the act, be completed and 
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mailed by them to dealers in tobacco and others subject to such 
additional tax. The temporary inventory forms are to be used as 
guides only by dealers in inventorying their stocks and are to be held 
until printed blanks (Form 416 C) are forwarded them, on which 
formal return and inventory must be made to the collector of the 
district. 

All tax-paid manufactured tobacco, snuff, cigars, and cigarettes 
held and intended for sale on the morning of October 4, 1917, at each 
place of business, each warehouse, distributing depot, or storeroom, 
not connected with any place of business, and each manufacturer's 
shipping room on unbonded space are required to be inventoried. 
The contents of broken packages are also required to be inventoried. 
Goods in transit on the date specified must be included in the inven- 
tory of the consignee if the title thereto has passed to him, and in the 
inventory of the consignor if shipped under such conditions that the 
title does not pass until delivery. 

Section 1002 of the act aforesaid provides — 

That where additional taxes are imposed by this act upon articles or commoditieB, 
upon which the tax imposed by existing law has been paid, the person, corporation, 
partnership, or association required by this act to pay the tax shall, within thirty 
days after its passage, make return under oath in such form and under such regula- 
tions as the Commissioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, shall prescribe. Payment of the tax shown to be due may be extended 
to a date not exceeding seven months from the passage of this act, upon the filing of a 
bond for payment in such form and amount and with such sureties as the Commissioner 
of Internal Revenue, with the approval of the Secretary of the Treasury, may prescribe. 

In pursuance of said section, dealers in tobacco and others subject 
to additional tax on their stocks of tax-paid tobacco, snuff, cigars, 
and cigarettes must make returns on Form 416 C, hereby prescribed, 
with the approval of the Secretary of the Treasury. These return 
forms, which will be printed m duplicate with receipt form attached 
to original copy, are in the hands of the Public Printer, and as soon as 
the supply is received they will be forwarded to collectors for imme- 
diate distribution to taxpayers. 

Fprm 416 C of inventory and return must be made in duplici^te and 
sworn to before the collector or deputy collector or some other officer 
duly authorized to administer oaths. The original copy of Form 416C 
of return and inventory, together with the receipt form attached, for 
each place of business, except when o.ther stores or warehouses, etc., 
are also operated by the same person, firm, partnership, or associa- 
tion, is required to be forwarded immediately to the collector of 
internal revenue for the district, accompanied by remittance in the 
form of post-office money order, draft, or certified check, made pay- 
able to the collector on or before November S, 1917. Where two or 
more stores are operated, or warehouses, distributing, depots, or 
storerooms are maintained by the same dealer, and in the case of two 
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or more shipping rooms on unbonded space at factories, the original 
inventory and return (completed except as to columns 3, 4, 5, and 6 
and affidavit) for each store, etc., property filled in, should be for- 
warded immediately to the principal office or place of business of 
the owner. In such cases, original and duplicate return shall be made 
by the principal office or place of business in column 2, of which re- 
turns the aggregate of the totals of the inventories of each store, etc., 
shall be filled in, and said returns, with the several inventories attached, 
shall be sworn to and filed with the collector of internal revenue for 
the district in which the principal office or place of business' is situated. 
The duplicate copy of Form 416C of inventory and return is to be 
held at each store, warehouse, etc., for verification by a deputy 
collector or other internal-revenue officer, who will visit such place of 
business for that purpose and by whom same will be taken up and 
delivered to the collector of his district. If the original inventory 
of said place of business, warehouse, etc., has been included in the 
return filed by the principal office or place of business, the duplicate 
inventory on Form 416 C must bear statement at the head thereof 
giving name and address of the principal office or place of business 

Where an internal-revenue officer has checked the stock and veri- 
fied the inventory of a dealer in tobacco before Form 416 C is pre- 
pared, both original and duplicate returns shall be forwarded with 
remittance to the collector. 

Payment of the tax shown to be due must be made to the collector 
of internal revenue for the district at the time of filing original 
Form 416 C of return and inventory with him, but payment may be 
extended to a date not exceeding seven months from October 3, 
1917, upon filing with the collector a bond for payment in duplicate 
with an approved surety company in a penal sum of not less than 
double the tax due and in no case less than $1,000. 

Section 1004 of the act provides — 

That whoever fails to make any return required by this act or the regulations 
made under authority thereof within the time prescribed or who makes any false or 
fraudulent return, and whoever evades or attempts to evade any tax imposed by 
this act or fails to collect or truly to account for and pay over any such tax, shall be 
sabject to a penalty of not more than $1,000, or to imprisonment for not more than one 
year, or both, at the discretion of the court, and in addition thereto a penalty of double 
the tax evaded, or not collected, or accounted for and paid over, to be assessed and 
collected in the same manner as taxes are assessed and collected, in any case in which 
the punishment is not otherwise specifically provided. 

Daniel C. Ropee, 
C(>mmi88ion& of Internal Revenue. 
Approved: 

OscAB T. Crosby, 

Acting Secretary ofihe Treasury. 
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(T. D. 2657.) 
Bond for extending payment of certain taxes. 

Form of bond with penonal surety prescribed for extending payment to a date not 
exceeding seven months from October 3, 1917, of additional taxes imposed by 
act of October 3, 1917, upon articles or commodities previously tax paid and 
other floor taxes imposed by the same act, such bonds to be executed in a penal 
sum of not less than the tax due, and in no case less than $1,000. 

Tbeasurt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, Octoher 27, 1917. 
To collectors of internal revenue: 

By section 1002 of the act of Congress approved October 31, 1917, 
it is prescribed that payment of floor taxes shown to be due will be 
extende4 to a date not exceeding seven months from October 3, 
1917, upon the filing of a bond for payment in such form and amoxmt 
and with such sureties as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, may prescribe. 

If payment of floor taxes due can not be made within the time 
prescribed by law and surety company bonds can not be furnished, 
collectors are hereby authorized to accept settlement on the following 
conditions: A bond with adequate personal surety supported by 
other satisfactory security, conditioned in a penal sum not less than 
the aniount of the tax due and with the provision that not less than 
20 per cent of the total amount of tax shall be paid on or before 
November 2, 1917, and not less than 20 per cent on or before the 
following dates: December 3, 1917; January 2, 1918; February 2, 
1918; March 2, 1918. 

Collectors must approve all bonds and must exercise great caution 
in accepting security herein authorized before forwarding same to 
this office. 

The form of the bond shall be as follows: 

Tnasory DepflitnMnt. 
U. 8. Intflmal ReveniM. 
Form 733, Beriaed. 

(To be flxaoated in dupUoate in s ptnal anin cf not less tlwn the tax doe luid In no ease leei than SMNIO.) 

BOND. 

(For additional taxes imposed by act of CongresB improved October 3, 1917, on 
certain articles held by dealers and jobbers.) 

Know all men by these presents, that we, , of , as principal, 

im<l ^ of , as Buret — , are held and firmly bound unto the United 

States of America in the sum of thousand dollars, lawful money of the United 

States, for the payment whereof to the United States we bind ourselves, our heirs, 
executors, administrators, and assigns, jointly and severally, firmly by these presents. 

Witness our hands and seals ttiis day of , W1-. 

Whereas the above bounden principal is indebted to the 'United States in the sum 
of dollars, being the ascertained amount ol internal-revenue taxes due and 
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pajrable ander an act of GongresB approved October 3, 1917, on certain articles owned 
or held oy the said principal on the date said act went into effect, and more particu- 
larly described in a retiun made by the said principal to the collector of internal 

revenue of the district of on or about the day of , 1917. 

Now, therefore, the condition of the foregoing obligation is such that if the said 
principal shall wdl and truly pay or cause to be paid to the said collector of internal 
revenue not less than 20 per cent of the total amount of tax due on or before November 
2, 1917; not less than 20 per cent additional on or before December 3, 1917; not less 
than 20 per cent additional on or before January 2, 1918; not less than 20 per cent 
additional on or before February 2, 1918; and not less than 20 per cent additional 
on or before March 2, 1918, and shall likewise pay or cause to be paid to the said col- 
lector any additional tax hereafter found to be due on such articles or any like articles 
BO held by the said principal, then this obligation to be void; otherwise to remaia 
in full force and effect. 

. [seal.] 

. [seal.] 

. [seal.] 

Signed, sealed, and delivered in presence of — 



Examined and approved this day of 191- 



Colleetor. 

Such bond shall be executed in duplicate in a penal sum of not less 
than the tax due and in no case less than $1,000. 

If the personal surety is supported by collateral security of a value 
clearly in excess of the amount of tax due the personal surety need 
not be required to qualify on Form 33. 

Daniel C. Ropee, 
Gomndsaioner of Internal Bevemu. 
Approved: 

OsoAB T. Cbosbt, 

Acting Secretary offhe Treasury. 



(T. D. 2658.) 

Schedule of articles and occupations suhject to taxj and other sources of 

revenue. 

Tbibasuby Dbpabtment, 
Office of CIommissioneb of Intebnal Revenue, 

Washi'ngUm, D. a, Octoler g6, 1917. 
To collectors of internal revenue and others concerned: 

The following revised schedule of articles and occupations sub- 
ject to taX; and other sources of revenue, is published for the infor- 
mation of internal-revenue officers and others concerned. 

Daniel C. Ropeb, 
Cormnissumer cf Internal Beven/ue. 
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Reoiied idiedule cf artieUi and oecupaiion$ whjeet to tax and other 9ouree» cf revenue, 

8PB0IAL TAZAS. 

Rate of tez. 

Rectifiem of leas than 600 barrels a year $100.00 

Rectifiers of 500 barrels or more a year 200.00 

Wholesale liquor dealers 100.00 

Retail liquor dealers * 25.00 

Wholesale dealers in malt liquors 50. 00 

Retail dealers in malt liquors 20. 00 

Manufacturers of stills 50.00 

And for stiUs or worms manufactured, each 20. 00 

Brewers: 

Annual manufacture less than 500 barrels 50.00 

Annual manufacture 500 barrels or more 100. 00 

Manufacturers of filled cheese 400.00 

Wholesale dealers in filled cheese 250.00 

Retail dealers in filled cheese * 12.00 

Manufacturers of oleomargarine 600. 00 

Wholesale dealers in oleomargarine artificially colored in imitation of butter. 480. 00 

Wholesale dealers in oleomarj;arine free from artificial coloration 200. 00 

Retail dealers in oleomaiganne artificially colored in imitation of butter. . 48. 00 

Retail dealers in oleomargarine free from artificial- coloration 6. 00 

Manufacturers of adulterated butter 600.00 

Wholesale dealers in adulterated butter 480. 00 

Retail dealers in adulterated butter 48. 00 

Manufacturers of process or renovated butter 50. 00 

Manufacturers, packers, or repackers of mixed flour 12. 00 

8PB0L1L TAXB8 IMPOSBD BT THB ACT OF 8BFT. 8, 1016. 

Gorporationa, for each |1,000 of value of capital stock exceeding |99,000 .50 

Brokers 30.00 

Pawn brokers 50. 00 

Brokers, customhouse 10. 00 

Brokers, ship 20. 00 

Theaters^ museums, and concert halls: 

Seating capacity not exceeding 260 25.00 

Seating capacity over 250 and not exceeding 600 ^ . 60. 00 

Seating capaci^ over 600 and not exceeding 800 75. 00 

Seating capacity exceeding 800 100. 00 

rheaters, museums, and concert halls (cities, towns, or villages of 6,000r 12.50 

population or less): According to seating capacity, one-half of that above{ to 

stated I 60.00 

Circuses (one special tax for exhibition within any one State, Territory, or 

District) 100.00 

Exhibitions not otherwise provided for (one special tax for exliibitions within 

any one State, Territory, or District) , . . . 10. 00 

Aggr^tion of entertainments, known as '' a street fair " (maximum) 100. 00 

Bowling alleys and billiard rooms, for each alley or table 5.00 

SPBCIAL TAX DfPOSBD BY ACT OF DBO. 17, 1014. 

Producenp, importers, manufacturers of, dealers, etc., in opium, or compounds 1. 00 

SPBCIAL TAXES ON MANXJFACTUREBS OF TOBACCO, CIGARS, AND GIOABETrBS, 
TAKXNG BFFBOT JAN. 1, 1917. 

lAot of Sept 8, 1016.1 

Manufacturers of tobacco: 

Aimual sales not over 60,000 pounds 3. 00 

Annual sales over 60,000 and not over 100,000 pounds 6. 00 

Annual sales over 100,000 and not over 200,000 pounds 12. 00 

Aimual sales over 200,000 pounds, per 1,000 pounds or fraction .08 

Manufacturers of cigars: 

Annual sales not over 60,000 cigars 2. 00 

Annual sales over 60,000 and not over 100,000 cigars 3. 00 

Annual sales ever 100,000 and not over 200,000 cigars 6.00 
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Manufacturers of cigars — Continued. l^te of tax. 

Annual sales over 200,000 and not over 400,000 cigaiB $12.00 

Annual sales over 400,000 cigars, per 1,000 or fraction 06 

Manu^M^turers of cigarettes, including small cigars weighing not more than 
3 pounds per thousand: Per 10,000 cigarettes, including smidl cigars, or 
fraction th ereof 03 

BSVERAGBS. 



Dtetllltd spirits, rectified spirits, femMnted liquors and wines. 



Tax 

under 

previous 

laws. 



Addi- 

tional 

tax, act 

of Oct. 3, 

1917. 



Total 
tax. 



Distilled n>irlts, per proof sallon or wine gallon if below proof 

If withdrawn for other than beverage purposes 

Stamps for distilled spirits intended for export, each...*. 

Except when aJBxed to package contajning two or more 6-gallon cans 

for expert 

Oase stamps for spirits bottled in bond 

Perfume imported containing distilled spirits, per wine ^cn (to be col- 
lected by collector of customs) 

Orape brandy or wine spirits (to be assessed): 

Used in the fortification of sweet wines, per proof gallon 

In sweet wines held for sale by the producer on Oct. S, 1017, per 

proof gallon.. 

Withdrawn for fortifying wine and not used prior to Oet. 3, 1917,'per 

proof gallon. 

DistilJed sp&its. stock on hand: 

On tax-paid distilled spirits held for sale en Oet. 3, 1917, in any quan- 
tity, and by a retailer in excess of 50 gallons, per gallon 

If intended for nonbeverage purposes, per sallon 

Rectified spirits (except gin produced by rediOTillatlon), per proof gallon. . 

Fermented liquors, per barrel, containing not more than 31 gallons (and a 

proportionate rate for any other quantify or for fractional parts of a oarrel 

authorised by law) 



WINES. 

Still wines, inchiding yermuth; and artificial or imitation wines and com- 
pounds sold as wine containfng; 

Not more than U per cent abeolute alcohol per wine gallon 

Over U per cent but not over 21 per cent alcohol per wine gallon.... . 

Over 21 per cent but not over 24 per cent alcohol per wine gallon , 

Over 24 per cent (classed as distilled spirits) per wine gallon 

Champaoie or other sparkling wines, per one-hanpint or fraction thereof. 

Artiflciaiiy carbonated wine, per one-half pint or fraction thereof. 

Liqueurs, cordials, or similar comjpounds, containing sweet wine, fortified 
with grape brandy, or wine spirits, per one-half pmt or fraction thereof. . 
Floor tax on tax-paid wines, vermuth, and artificial or imitation wines 
and compounds, sold as wine, held on Oct. 3, 1917, in excess of 25 gallons 
in the aggregate, and intended for sale, a tax equal to additional taxes 
imposed by act of Oct. 3, 1917 



tl.1b 
LIO 
.10 

.05 
.10 



S2.10 
1.10 



.10 



L50 



.04 
.10 
.25 
1.10 
.03 
.01* 

.OIJ 



1.10 
.20 
.10 
.20 



2.10 
1.10 
.15 



L50 



.04 
.10 
.25 
2.10 
.03 
.OIJ 

.OIJ 



33.20 

2.20 

.10 

.06 
.10 

1.10 

.80 

.10 

.20 



2.10 
1.10 
.15 



8.00 



.08 
.20 
.50 
8.20 
.06 
.08 

.08 



8IBUP8, SOFT DRINKS, BTO. 

(Act of Oct. 3, 1917.1 

Rate per 
Upoi), all prepared sirups or extracts used in the manufacture of soft drinks: gsJlon. 

If sold for not more than 11.30 per gallon |0. 05 

If sold for more than 11.30 and not more than |2 08 

If sold for more than $2 and not more than |3 10 

If sold for more than 13 and not more than |4 15 

If sold for not more than |4 20 

Upon all unfermented grape juice, soft drinks, or artificial mineral waters (not 
carbonated^ and fermented liquors containing less than one-half per cent of 
alcohol, sold by manufacturer, producer, or importer, in bottles or closed 

containers 01 

Upon all ginger ale, root beer, sarsaparilla, pop, and all other carbonated waters 
or beverages manufactured and sold by the manufacturer, producer, or im- 
porter of the carbonic-add gas used in carbonating the same 01 

Upon all natural mineral waters or table waters sold oy the producer, bottler, 
or importer thereof, in bottles or other closed containers, at over 10 cents per 

gallon 01 

Upon all carbonic-add gas in drums or other containers (intended for use in 
the manufacture or production of carbonated water or other drinks), sold by 
Uie manufacturer, producer, or importer thereof per pound.. .05 
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TOBAOOO. 



TobMM, SBottt eifan, and olgwettes. 


Old 
rate. 


Rate in 
effect 
Oct. 4, 
1W7.1 


Rate in 
effect 

Nov. 2, 
1017. 


A. agan weighing more than 8 pounds per 1,000 if manubetured or im- 
ported toreiail at less than Toentsei^. 


18.00 

3.00 

8.00 

3.00 

3.00 

.76 

1.26 

8.60 

.08 

.08 


18.00 

8.60 

4.50 

6.60 

6.60 

.87* 

1.66 

4.20 

.101 

.10* 


88.00 


B. Cagars weighing more than 3 pounds per 1,000 if manuiitctured or im- 
ported to retail at 4 cents or more and not more than 7 cents 

a Cigars weighing more than 3 pounds per 1,000 if manufactured or im- 
ported to retail at more than 7 cents and not more than 16 cents each. 

D. Cigars weighing more than 3 pounds per 1,000 if manufactured or im- 
ported to retfdl at more than 16 cents and not more than 30 cents each. 

B. Cigars weighing more than 8 pounds per 1,000 if manufactured or im- 
ported to retail a^nore than 20 cents each 


4.00 
6.00 
&00 
10.00 


Cigars weighing noAore than 3 pounds per 1,000 


1.00 


Cigarettes wei^iing not more than 3 pounds per 1,000 


2.05 


Cigarettes weighing more than 3 pounds per 1,00b'. 


4.80 


mmpt'on or !»ie, per pmmd x x . . . x x . 


.18 


Snuff, however prepared, manutiactured, and sold, or removed for con- 
snmpticn or sale, per pound . 


.18 







1 Smlanatcinf of tecond eol«mn.— Rates of tax on tobacco, etc., removed from factory or customhouse 
firom Oct. 4, 1917, to Nov. 1, 1917, inclusive, payable by stamp— price including half additional taxes 
Impoaed. 

FLOOB TAX ON TAZ-PAII> PRODUCTS IN THE HANDS OF DEALEB8, OCT. 4, 1917. 

Rate. 

On cigars, class B |0. 50 

On cigars, class C 1. 60 

On cigars, class D 2. 50 

On cigars, class E 3. 50 

On sznall cigars 12i 

On small cigarettes 40 

On large cigarettes , 60 

On tobacco and snuff , , 02) 

CIGARBTTB PAPER AND TUBES. 

(Taxes effective Nov. 2, 1917.] 

Cigarette paper made up in United States or imported, intended for making 
cigarettes, per package of— 

Over 25, but not over 50 papers OOJ 

50 to 100 papers 01 

Over 100 papers, for each 100 or fraction 01 

Cigarette tubes, for each 100 or fraction .02 

OLEOMARGARINE. 

Oleomargarine, domestic, artificially colored to look like butter, of any shade 
of yellow, per pound 10 

Oleomargarine, free from coloration that causes it to look like butter, of any 
shade of yellow, per pound OOJ 

Oleomargarine, imported from foreign countries, per pound 15 

ADULTERATED BX7TTER, AND PROCESS OR RENOVATED BUTTER. 

Adulterated butter, per pound 10 

Ftocess or renovated butter, per pound 00} 

FILLED CHEESE. 

Fnied cheese, per pound 01 

Same, imported, per pound 08 

MIXED FLOUR. 

Mixed flour, per barrel of 196 pounds, or more than 98 pounds 0. 04 

Half barrel of 98 pounds, or more than 49 poimds 02 

Quarter barrel of 49 pounds, or more than 24^ pounds 01 

Eightib barrel of 24^ pounds or less OOJ 

(Mixed flour imported from foreign countries, in addition to im];>ort duties, 
must pay internal-revenue tax as above.) 
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f 

OPIUM. 

RatoL 

Opium manufactured for smoking purposes, per pound 1300.00 

PLATINQ CARDS. 

Playing cards, per pack, containing not more than 54 cards (old rate, 2 cents; 
additional tax under schedule A, act of Oct. 3, 1917, 5 cents) per pack 07 

WHITE PHOSPHORUS MATCHES. 

White phosphorus matches, per hundred 02 

WAR TAX ON FACILITIES FURNISHED BT PUBLIC UTILITIES AND INSURANCE. 

lEflectiye Nov. 1, 1917. 

On amount paid for freight transportation 3 per cent. 

On amount paid for express transportation, on each 20 cents or frac- 
tional part thereof lOi 01 

On amount paid for transportation of persons 8 per cent. 

(Exemption: Commutation or season tickets for trips less than 30 
miles, and transportation the fare for which does not exceed 35 cents.) 

On amount paid for seats, berths, and staterooms in parlor cars, sleeping 
cars, or on vessels 10 per cent. 

On amount paid for transportation of oil by pipe lines 5 per cent. 

On each telephone, telegraph, or radio message for which a charge of 15 
cents or more is imposed / 10.05 

INSURANCE. 

Life insurance: 

Upon each $100' or fractional part thereof of amount of insurance. . $0. 08 

On policies not in excess of $500, issued on the industrial or weekly 

payment plan, of amount of first weekly premium 40 per cent 

Marine, inland, and fire insurance: Upon each dollar or fractional purt 

thereof ci premium charged $0. 01 

Casualty insurance (except bondf taxable under subdivision (2) of sched- 
ule A, act of Oct. 3, 1917) upon each dollar or fractional part thereof 

of premium charged $0.01 

Exemptions: Policies of reinsurance; policies issued by any person, 
corporation, partnership, or association, whose income is exempt from 
taxation under Title I of the act of Sept. 8, 1916. 

WAR EXCISE TAXES. 
(Taxes eflective Oct. 4, 1917.] 

(a) Upon automobiles, automobile trucks, automobile wagons, and motor- 
cycles, sold by the manufacturer, producer, or importer, of the 
price for which sold 3 per cent. 

(6) Upon piano players, graphophones, phonographs, talking machines, 
and records used in connection therewith or with any musical 
instrument, sold by the manufacturer, producer, or importer, of 
the price for which sold 3 per cent. 

(c) Upon moviijg picture films (which have not been exposed) sold by 

tiie manumcturer or importer, per linear foot J of 1 cent. 

(d) Upon all positive moving picture films (containing a picture ready 

for projection) sold or leased by the manufacturer, producer, or 

importer, per linear foot i of 1 cent. 

(«) Upon all articles commonly or commercially known as jewelry, 
whether real or imitation, sold by the manufacturer, producer, or 
importer, of the price for which sold - . . . 3 per cent. 




and pool tables, chess and checker boards and pieces, dice, games 
and parts of games, except playing cards and children's toys and 
games, sold bv the manufacturer, producer, or importer, of the 
price for which sold - 3 per cent. 
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Rate 
(g) Upon all perfumes^ essencefl, extracts, toilet waters, cosmetics, petro- 
leum lellies, hair oils, pomades, hair dressings, hair restoratives, 
hair dyes, tooth and mouth washes, dentnfices, tooth pastes, 
aromatic cachous, toilet soaps and i>owder8, or any similar arti- 
cle, or preparation by whatsoever name known, sold by the man- 

u&cturer, producer, or importer, of the price for which sold 2 per cent 

{k) Upon all pills, tablets, powders, tinctures, troches, or lozenges, 
sirups, medicinal cordials or bitters, anodynes, tonics, plasters, 
liniments, salves, ointments, pastes, drops, etc., and all medicinal 

§ reparations, compounds whatsoever, the manufacturer or pro- 
ucer of which claims to have any private formula for making or - 
preparing the same or claims to have any exclusive right or title 
to the making or preparing the same or letters patent or trade 
mark or are held out or recommended to the public as proprietary 
medicines or medicinal proprietary articles or preparations or 
remedies or specifics for any disease, sold by the manufacturer, 

producer, or importer, of the price for wliich sold 2 per cent. 

(») Upon all chewing gum or substitute therefor, sold by the manu- 
facturer, producer, or importer, of the price for which sold 2 per cent. 

(j) Upon all cameras sold by the manufacturer, producer, or importer, 

of the price for which sold 3 per cent. 

On all articles enumerated in subdivisions, (a), (6), (e), (/), (o), (h), (t), 
and (J) held on hand on Oct. 3, 1917, and intended for sale by other 
than a retailer who is not also a wholesaler or by the manufac- 
turer, producer, or importer, a tax equivalent to one-half of the 
tax imposed by such subdivisions. 
Upon all ^acnts, pleasure boats, power boats, motor boats with fixed 
engines, ana sailing boats, of over 5 net tons, length — 

Not over 50 feet, for each foot |0l5O 

Over 50 feet and not over 100 feet, per foot .' $1.00 

Over 100 feet, per foot I2.0O 

Motor boats of not over 5 net tons with fixed engines $5. OO 

WAB TAX ON ADMISSIONS AND DUES. 

llntflMt Not. 1,1917.] 
Admissions to any place : i^te of taac 

For each 10 cents paid or fractional part thereof $0. 01 

Where admission is charged for children under 12 years of age, in 

every case 10. 01 

For permanent use of boxes or seats in an opera house or any place of 
amusement or a lease for use of such box or seat in sucn opera 
house or place of amusement, of price for which similar boxes or 

ieatff are sold , 10 per cent. 

Exemption: Where the maximum charge is 5 cents, or in case 
of shows, rides, and other amusements (the maximum charge for 
admission to which is 10 cents) within outdoor general amuse- 
ment parks, or in case of admissions to such parks. 
Club dues* On amount paid as dues or membership fees, including initi- 
atioD fees, to any social, athletic, or sporting organization, where 

such dues or fees are in excess of |12 per year 10 per cent. 

Exemption : In case of any fraternal oeneficiary society, order, or 
association, operating under the lodge system. 

INCOME TAXES. 

INDIVIDUAL INCOMB TAX FOR THE TBAB 1917 AND SXrOCEEDINO TBAB8. 

On net income of citizens and resident aliens^ in excess of the following exemp- 
tions: 
Exemption from normsd tax imposed by act of Sept. 8, 1916, as amended — 

If single 13,000 

If married or head of a familv 4,000 

For each dependent child under 18 years of aAe, or if incapable 
of self-support because mentally or physically defective 200 

1 Nonrwidait alins, inoomo of: Subject to normal tax under act of Sopt. 8, 1916, as amondod, only. No 
azamption allowed under either act. Can reoeiTe benefit of deductions and credits provided to ba dednoted 
flkom gross income only by filing or causing to be lUed a true and accurate return. 
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On net income of citizens and resident aliens in excess of the following exemp- 
tions — Continued. 
Exemption from normal tax imposed by act of Oct. 3, 1917— 

If single 11,000 

If married or head of a family. 2,000 

For each dependent child under 18 yean of i^e, or if incapable 
of selfHBupport because mentally or physically defective 200 

NOBMAL TiJLl 



Amount of income. 



Normal tax 
under act of 
S6pt.8, 1916. 



Normal tax 
under act of 
Oct. 8,1917. 



Total 
normal tax. 



Unmarried persons: 

Over SLOOO and not over 93,000. . 

Over 13, 000. , 

ICarried persons or heads of families: 

Over $2,000 and not over $4,000. . 

Over $4,000 



Percent 



Percent, 
2 
2 

3 
2 



Percent, 



1 4 per cent always on amount in excess of allowable exemption under act of Sept. 8^ 1916, as amended. 

ADDITIONAL TAX. 



Amount of income. 



Under act 

of Sept. 8, 

1916. 



Underact 

of Oct. 3, 

1917. 



Total. 



Over $6,000 and not over $7,500 

Over $7,600 and not over $10,000 , 

Over $10,000 and not over $12,500 

Over $12,600 and not over $15,000 

Over $16,000 and not over $20,000 

Over $20,000 and not over $40.000 , 

Over $40,000 and not over $60,000 

Over $60,000 and not over $80,000 

Over $80,000 and not over $100,000 

Over $100,000 and not over $150,000 

Over $150,000 and not over $200,000 

Over $200,000 and not over $250,000 

Over $250,000 and not over $300,000 . . . . . 

Over $300,000 and not over $500,000 

Over $500,000 and not over $750.000 . . . . . 
Over $750,000 and not over $1.000,000... . 
Over $1,000,000 and not over $1,500,000. 
Over $1,500,000 and not over $2,000,000. . 
Over $2,000,000 



Percent, 



Percent. 

1 

2 

3 

4 

6 

7 

10 

14 

18 

22 

25 

30 

34 

37 

40 

46 

50 

50 

60 



Percent. 



1 
2 

8 

4 

6 

8 

12 

17 

22 

27 

31 

87 

42 

46 

60 

66 

61 



OORPOBATION INCOME TAX FOB TEAR 1917 AND SUCGBBDINO TEABS. 



Total net inoom*. 


Tax 
under 
act of 


Addi- 
tional 

tax 
under 
act of 
Oct. 3, 

1917. 


Total 
tax. 


On Annoiunt of net iTxcome 


Percent, 
2 


Percent, 

4 

10 


Percent, 



On net income undistributed 6 months after the end of each calendar or 
fiscal year, excluding any income taxes paid within the year, an addi- 


10 


(The undistributed net income for the purpose of this tax may be 
reduced bv such portion thereof as is employed or required to be em- 
ployed in the busfness, or is invested in United States obligations issued 
&«r Sept 1,1917.) 
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WAR BXCK«8 PROrm TAX. 

(Aet Of Oct. 3, 1917.] 

(Deduction to be detennined as provided.) P«r ocn^- 

On amount of net income of every corporation, partnerahip, or individual in 
exceas of deduction and not in exceas of 15 per cent of invested capital for 

taxable year 26 

In excess of 15 per cent and not exceeding 20 per cent 25 

In excess of 20 per cent and not exceeding 25 per cent 35 

In excess of 25 per cent and not exceeding 33 per cent 45 

In excess of 33 percent of such invested capital 60 

On amount of net income in excess of deduction in the case of a trade or busi- 
ness, including professions and occupations, having no invested capital or not 

more than a nominal capital 8 

Eocemptions. — (a) In the case of officers and employees under the United 
States, or any State, Territory, or the District of Columbia, or any local sub- 
division thereof, the compensation or fees received by them as such officers 
or emplovees; (6) corporations exempt from tax under the provisions of sec- 
tion 11 of Title 1 of sudi act of September 8, 1916^ as amended by this act, 
and partnerships and individuals carrying on or doing the same business, or 
cominewithin the same description; and (e) incomes derived from the busi- 
ness of life, health, and accident insurance combined in one policy issued on 
the weekly premium payment plan.) 

Trade or business of a iforeign corporation or partnership or a nonresident 
alien individual, the net income of wnidi trade or business during the taxable 
year is less than $3,000. 

MUNITION manufacturers' TAX. 

[Act of S«pt. 8, 1916, as amended by sec. 214 of act of Oct. 3, 1917, for taxable year 1917.] 

Percent. 
On net profits of manufacturers of gunpowder and other explosives, ^tc., except 

for inaustrial purposes 10 

(Expires by limitation Dec. 31, 1917.) 

ESTATE TAX. 

(Rates of taxes on tbe transfer of net estates under act of Sept. 8, 1916, act of Mar. 3, 1917, and act of Oct. 3, 

1917.J 



It of net estate (an exemption of $50/)00 is allowed estates of residents 
of the United States, in computing the value of net estate.) 



Rates on net estates at date 
ofdeath.1 



Sept. 9, 

1916, to 
Mar. 2, 

1917, in- 
clusive. 



Mar. 3, 
1917, to 
Oct. 3, 
1917, in- 
clusive. 



On and 
after 

Oct. 4, 
1917 



Not exceeding $50,000 

Exceeding $50,000 and not exceeding $150,000 

Exceeding $150,000 and not exceeding $250,000 

Exceeding $250,000 and not exceeding $450,000 

Exceeding $450,000 and not exceeding $1.000,000... 
Exceeding $1,000,000 and not exceedmg $2,000,000. 
Exceeding $2,000,000 and not exceeding $3,000,000. 
Exceeding $3,000,000 and not exceeding $4,000,000. 
Exceeding $4,000,000 and not exceeding $6,000,000. 
Exceeding $5,000,000 and not exceeding $8,000,000. 
Exceeding $8,000,000 and not exceeding $10,000,000 
Exceeding $10,000,000 



Per cent. 
1 
2 
3 
4 
6 
6 
7 
8 
9 
10 
10 
10 



Per cent. 

I* 

? 

13J 
15 
16 
16 



Per cent. 

2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

22 

26 



1 The tax on the transfer of the net estates of decedents dying on and after Sept. 9, 1916, to and including 
ICar. 2, 1917, shall be computed at the rates prescribed in the act of Sept. 8, 1916. 

The tax on the transfer of the net estates of decedents dying on and after Mar. 3, 1917, to and indudtog 
Oct. 3, 1917, shaU be computed at the rates prescribed in the act of Mar. 3, 1917. 

Exemptions.— An exemption of $50,000 is allowed estates of residents of the United States in computing 
the value of net estate. The transfer of the net estate of any decedent dvins while serving in the military 
or naval forces of the United States dj^ing the present war. or in case of death from injuries or disease con- 
tracted in such service, within one year after the termination of the war, is exempt from payment of the 
additional tax imposed by the act of Oct. 3, 1917. 
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WAR STAMP TAXES. 

ActqfOct.S, 1917. 
[In effect on and after D«c. 1, 1917.) 

ScheduU A. 

Rate. 

1. Bonds, debentures, or certificates of indebtedness issued by any person, 

corporation, partnership, or association on each $100 of face value or 
fraction thereof $0. 05 

2. Indemnity and surety bonds 50 

Where premium is charged for the execution of such bond, on each dol- 
lar or fractional part thereof, 1 per cent. 

3. Capital stock issue: On each ori^al issue of- certificates of stock, whether 

on organization or reorganization, on each $100 of face value or fraction 

thereof — '. 05 

Cai^ital stock issued without face value, on each $100 of actual value or frac- 
tion thereof, per share / 05 

4. Capital stock, sales, or transfers: On all sales, or agreements to sell, or mem- 

oranda of sales, or deliveries of or transfers of legal title to shares or certifi- 
cates of stock of any association, company, or corporation on each $100 
of actual or face value or fraction thereof 02 

5. Produce, sales of, on exchange: Upon each sale, agreement of sale, or agree- 

ment to sell any products or merchandise at any exchange or board of trade 
or similar place for future delivery, for each $100 in value of the merchan- 
dise covered 02 

And for each additional $100 or fraction thereof 02 

6. Drafts or checks payable otherwise than at fflght or on demand, promissory 

notes, except bank notes issued for circulation, and for each renewal of the 

same, for a sum not exceeding $100 02 

And for each additional $100 or fraction thereof 02 

7. Conveyances: Deed, instrument, or writing conveying lands, tenements, or 

other realty sold, etc., value over $100 and not exceeding $500 50 

For each additional $500 or fractional part thereof .50 

8. Entry of goods, wares, or merchandise at any customhouse, not exceeding 

$100 in value 25 

Exceeding $100 and not exceeding $500 in value 50 

Exceeding $500 in value 1.00 

9. Entry for the withdrawal of goods or merchandise from customs-bonded 

warehouses - ; . .50 

10. Passage tickets, one way or round trip, for each passenger, sold or issued in 

' the United States for passage by vessel to places not in the United States, 

Canada, or Mexico, costing not exceeding $30 1. 00 

More than $30 and not exceeding $60 3.00 

More than $60 5.00 

(Passage tickets costing $10 or less exempt.) 

11. Proxy for voting at any election of officers of any incorporated companjr or 

association, except religious, charitable, fraternal, or literary societies, 

or public cemeteries .1% 

12. Power of attorney 25 

{Exemption. — Papers used in the collection of claims for pensions, 
back pay or bounty, or for property lost in the military or naval service, 
or in bankruptcy cases.) 

13. Playing cards: Upon every pack containing not more than 54 cards, in 

addition to tax imposed under existing law. (Effective Oct. 4, 1917.) . . . .05 

14. Parcel-post packages, where the postage amounts to 25 cents or more, for 

each 25 cents or fractional part thereof •! 

COTTON-FUTUBBS ACT. 
[Act Of Aug. 11, 1916.] 

Ratt, 
Contracts of sale of cotton for future delivery made on any exchange, board of 
trade, or similar institution or place of business, for each pound of cotton 

involved (to be paid by stamp) $0. 02 

Tax not to be levied on contracts complying with conditions prescribed. 
[The collection of this tax devolves on the Commissioner of Internal 
Revenue under regulations of the Secretary of the Treasury.] 

7e551*— VOL 1»— 17 19 
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MISCELLANEOUS TAXES NOT PAYABLE BT STAMP. 

Rate of tax. 

Circulmtioii inued by any bank, etc., or penon (except a national 
bank taxed under sec. 5214, Rev. Stat., and sec. 13, act of Mar. 
14, 1900), per month ^ of 1 per cent 

Circulation (except national banks) exceeding 90 per cent of capital, 
in addition, per month i of 1 per cent. 

Banks, etc., on amount of notes of any person, State bank, or 
State-banking association, used for circulation and paid out 10 per cent. 

Banks, etc., bankers, or associations, on amount of notes of any 
town, city, or municipal corporation paid out by them 10 per cent. 

Every person, firm, association, other than national-banking associa- 
tions, and every corporation, State bank, or State-banking associa- 
tion, on the amount of their own notes used for circulation and 
paid out. by them 10 per cent. 

Every such person, firm, association, corporation, State bank, or 
State-bankmg association, and also every national-banking: asso- 
ciation, on the amount of notes of any person, firm, association, 
oUier than a national-banking association, or of any corporation. 
State bank, or State-banking association, or of any town, city, or 
municipal corporation, used for circulation and paid out by tiiem. 10 per cent. 

On deficiencies in production of spirits. 

On spirits which excess of materials used should produce under 
survey. 

On fruit brandy required to be produced from materials used and 
not reported. 

On spirits produced and not accounted for. 

Order blanks for procuring opium (act of Dec. 17, 1914), per hundred. |1. 

Taxes ordinarily payable by stamps not paid at the time and in 
the manner required by law. 

FEBS, PENALTIES, ETC. 

Feel of |1 for 100 words or fraction thereof to be charged by collectors for furnishing 

certified copies of lists of special taxpayers upon applications of prosecuting officers 

of any State, county, or municipality. 
Same fees for mmishing sldy person list of special taxpavers under the opium act. 
Same fees for furnishing officials with certified copies of statements or returns under 

the opium act. 
Penalties of 50 per cent and 100 per cent for failure to make certain returns or for 

making false returns, respectively. 
Penalty of 5 per cent for failure to pay assessed taxes within the time limited by law. 
One per cent a month interest required by law to be paid by a taxpayer on an assessed 

tax overdue. 
Penalties for validating instruments. 



(T. D. 2569.) 

Distilled spirits. 

Instructions relative to the sale and use of distilled spirits for other than beverage 
purposes under the food-control act of August 10, 1917, and the act of October 
3, 1917. 

Tbeastjet Department, 
Offiob of Commissioneb of Internal Bevenue, 

WasJiington, D. (7., October 26, 1917. 
To collectors of internal reverme, revenue agents, and ethers concerned: 
Section 15 of the act of August 10, 1917, entitled ''An act to pro- 
vide further for the national security and defense by encouraging the 
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production, conserving the supply, and controlling the distribution of 
food products and fuel," is as follows: 

Sec. 15. That from and after thirty days from the date of the approval of this act 
no foods, fruits, food materials, or feeds shall be used in the production of distilled 
spirits for beverage purposes: Provided^ That under such rules, regulations, and bonds 
as the President may prescribe, such materials may be used in the production of 
distilled spirits exclusively for other than beverage purposes, or for the fortification of 
pure sweet wines as defined by the act entitled ** An act to increase the revenue, and for 
other purposes," approved September eighth, nineteen hundred and sixteen. Nor 
shall there be imported into the United States any distilled spirits. Whenever the 
President shall find that limitation, regulation, or prohibition of the use of foods, 
fruits, food materials, or feeds in the production of malt or vinous liquors for beverage 
purposes, or that reduction of the alcoholic content of any such malt or vinous liquor, 
is essential, in order to assure an adequate and continuous supply of food, or that the 
national security and defense will be subserved thereby, he is authorized, from time 
to time, to prescribe and give public notice of the extent of the limitation, regulation, 
prohibition, or reduction so necessitated. Whenever such notice shall have been 
given and shall remain unrevoked no person shall, after a reasonable time prescribed 
in such notice, use any foods, Suits, food materials, or feeds in the production of malt 
or vinous liquors, or import any such liquors except under license issued by the 
President and in compliance with rules and regulations determined by him govern- 
ing the production and importation of such liquors and the alcoholic content thereof. 
Any person who willfully violates the provisions of this section, or who shall use any 
foods, fruits, food materials, or feeds in the production of malt or vinous liquors, or 
who shall import any such liquors, without first obtaining a license so to do when a 
license is required under this section, or who shall violate any rule or regulation 
made under this section, shall be punished by a fine not exceeding $5,000, or by 
imprisonment for not more than two years, or both: Provided further ^ That nothing 
in this section shall be construed to authorize the licensing of the manufacture of 
vinous or malt liquors in any State, Territory, or the District of Columbia, or any 
civil subdivision thereof, where the manufacture of such vinous or malt liquor is 
prohibited. 

Section 16 of the act is as follows: 

Sec. 16. That the President is authorized and directed to commandeer any or all 
distilled spirits in bond or in stock at the date of the approval^f this act for redistilla- 
tion, in so far as such redistillation may be necessary to meet the requirements of the 
Government in the manufacture of munitions and other military and hospital sup- 
plies, or in so far as such redistillation would dispense with the necessity of utilizing 
products and materials suitable for foods and feeds in the future manufacture of dis- 
tilled spirits for the purposes herein enumerated. The President shall determine 
and pay a just compensation for the distilled spirits so commandeered; and if the 
compensation so determined be not satisfactory to the person entitled to receive the 
same, such person shall be paid seventy-five per centum of the amount so determined 
by the President and shall be entitled to sue the United States to recover such further 
sum as, added to said seventy-five per centum, will make up such amount as will be 
just compensation for such spirits, in the manner provided by section twenty-four, 
paragraph twenty, and section one hundred and forty-five of the Judicial Code. 



Executive Order. 

Acting under the authority of section 2 of the act of Congress approved August 
10, 1917, entitled '^ An act to provide further for the national security and defense by 
encouraging the production, conserving the supply, and controlling the distribution 
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of food products and fuel," which section reads in part, as follows: ''That in carrying 
out the purposes of this act the President is authorized * * * to utilize any 
department or agency of the Government, and to Coordinate their activities so as to 
avoid any preventable loss or duplication -of effort or funds;" because the office of 
the Commissioner of Internal Fe venue in the Treasury Department is now regulating 
the production of distilled spirits through the United States and is in control of the 
machinery necessary to enforce effectively the provisions of sections 15 and 16 of 
the aforesaid act of August 10, 1917, relating to distilled spirits: 

Now, in order more effectively to enforce the provisions of said act, and to avoid 
preventable duplication of effort and funds, I hereby direct that the Treasury De- 
partment shall henceforth supervise, direct, and carry into effect the provisions of 
sections 15 and 16 of said act of August 10, 1917, and exercise the powers and authority 
therein given to the President, subject to such instructions and regulations as may 
from time to time be issued by the President. For this purpose the Secretary of the 
Treasury is hereby authorized to assign such duties to the Commiasioner of Internal 
Revenue, the internal revenue officers of the United States, and the Division of 
Customs, and to employ such additional assistants as he may deem necessary therefor. 

The Executive order dated August 10, 1917, providing for the organization of the 
United States Food Administration, so far as it is inconsistent herewith, is hereby 

modified. 

WooDRow Wilson. 

Washington, D. C, September 2, 1917. 

The following regulations are hereby promulgated under the order 
of the President of the United States, pertaining to the sale and use 
of distilled spirits manufactured, for other than beverage purposes, 
produced from food and feed materials fermented after September 8, 
1917, and under the act of October 3, 1917, making a distinction in 
the rates of taxation on distilled spirits produced for other than 
beverage purposes and those produced for beverage purposes: 

FBEE WITHDRAWALS. 

These regulations do not apply to alcohol withdrawn for denatura- 
tion, to alcohol withdrawn for scientific purposes under section 3297, 
Revised Statutes, to distilled spirits withdrawn for use of the United 
States free of tax under section 3464, Revised Statutes, or to spirits 
withdrawn for export, these cases being already provided for by a 
system of permits, bonds, etc. 

DISTILLED SPIRITS FOR BEVERAGE PURPOSES PROHIBITED. 

The manufacture of distilled spirits from foods, fruits, food mate- 
rials, or feeds for beverage purposes is prohibited after September 8, 
1917. 

All persons are forbidden to use any distilled spirits manufactured 
from foods, fruits, food materials, or feeds after September 8, 1917, 
in manufacturing or preparing beverages or to sell any such spirits foi 
beverage purposes. 

Foods, fruits, food materials, or feeds prohibited for use in pro- 
ducing beverage spirits are held to include all cereals, tubers, fruits, 
molasses, grape cheese, apple cheese, fruit parings, cannery refuse, 
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beet-sugar molasses, sour wine, dilute saccharin liquid derived from 
sawdust, wood waste, pulp, and like bases (see Mim. 1627, which is 
held to include sirup derived from cactus known as ''sotoP'), and 
all other foods, feeds, fruits, food materials, and the by-products 
thereof. This paragraph does not apply to the production of grape 
spirits solely for use in the fortification of sweet wines under the act 
of September 8, 1916. 

BRANDY MADE FROM GRAPES. 

The fermenting and distilling of any materials for production of 
beverage brandy after September 8, 1917, is prohibited. Brandy 
produced from grapes may be distilled for fortifying, sweet wines 
under the act of September 8, 1916, and act of August 10, 1917. 
Brandy may be produced from materials fermented after Septem- 
ber 8, 1917, for other than beverage purposes. 

LABELS. 

Distilled spirits manufactured for other than beverage purposes 
from foods, fruits, food materials, or feeds fermented after Septem- 
ber 8, 1917, when entered into warehouse must bear a printed label, 
to be provided by the distiller, bearing the following legend: 

These spirits were produced from materials fermented after September 9, 1917. 
All persons are warned that their use in the manufacturing or preparation of bever- 
ages, or their sale for beverage purposes will subject the persons so using or selling 
them to a fine of not exceeding $5,000 or imprisonment for not more than two years, or 
both. 

This label shall bear the date when aflBLxed, shall be signed in the 
distiller's name by the distiller or his legal representative, and 
shall be pasted to the commercial head of the barrel and secured 
thereto by five tacks, one in each corner and one in the middle of the 
label. The label must be rectangular in form, 6 by 4 inches, and 
must be printed in letters easily legible. 

When the spirits are contained in metal packages, such as tanks 
or tank cars, the use of tacks will not be required but the label must 
be securely pasted in a conspicuous place on the surface of the pack- 
age, and in case of large tanks or tank cars must be proportionately 
larger than the regularly prescribed size, so as to be conspicuous. 

As to signatures to these labels, facsimiles of the distiller's signa- 
ture may be imprinted on the labels either by printing, engraving, 
or rubber hand stamp. No advertising matter will be permitted on 
this label. 

CHANGE OF PACKAGE. 

All persons are forbidden to transfer any such spirits from one con- 
tainer to another, whether rectified in the interval or not, without 
placing a label upon the new container bearing the same legend as 
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that above prescribed, unless such spirits shall have been denatured 
under the supervision of internal-revenue oflBicers. This regulation 
shall not apply to containers holding 1 pint or less intended for sale 
to the public for nonbeverage purposes. 

All labels on packages containing nonbeverage spirits must remain 
intact until the package is completely emptied and the marks, brands, 
and stamps are to be effaced and obliterated. Dealers are not, 
therefore, at liberty to substitute their own labels for such unchanged 
packages, or to cover or deface the same in any manner. 

BOOKS AND TRANSCRIPTS. 

When the packages bearing labels as above described are sent out 
from the distillery, proper entries will be made on the disitiller's 
record, 52c, and the date of production must be inserted by inter- 
lineation in red ink on said record, and like interlineation must be 
made on the transcript thereof sent to the collector's office. The 
storekeeper, in his record 18, will enter in red ink the date and num- 
ber of the permit when the spirits are withdrawn from warehouse 
imder a permit as hereinafter provided. If any spirits bearing such 
labels are for any legitimate reason shipped to and received by a 
rectifier for rectification, similar entry will be made by interlineation 
in the dump sheet. Form 122, in the rectifier's record 64 and in the 
collector's record 39, showing the date of production, and also the 
purpose for which dumped for rectification. In all such cases col- 
lectors will cause investigation to be made before permitting the 
dumping of the spirits, in order to satisfy themselves that the spirits 
are not to be employed in any way in the manufacture of beverage 
goods. Rectifiers and wholesale liquor dealers will also be required 
to enter by interUneation in red ink as above on Book 52 the date of 
production as to all such packages received, and to make similar 
entries on monthly transcripts. Forms 52 A and 52B. 

PERMrrs. 

All persons, firms, or corporations (except distillers and proprietors 
of bonded warehouses, making deliveries in the original tax-paid 
packages, who are already required to give bonds) desiring to use or 
sell or to use and sell distilled spirits for other than beverage purposes, 
will be required first to qualify therefor by filing with the collector of 
the district in which the business is to be conducted an application, 
in duplicate, for a permit, and a bond, in duplicate, to be approved 
by the collector of the district. 

All persons are forbidden to sell or deliver distilled spirits for use 
or sale or for use and sale for other than beverage .purposes, if pro- 
duced subsequent to September 8, 1917, or tax paid at the rate of 
$2.20 per proof gaLon, to any person, firm, or corporation not qualified 
as a user or dealer as herein required, and then only upon the delivery 
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by the person so qualified of application therefor in due form, approved 
by the collector of the district in which the applicant's place of 
business is located. 

The application for permit should contain a full statement of the 
purpose for which the applicant desires to use the spirits, afld if the 
same are to be used in the manufacture of proprietary medicines, the 
application must be accompanied by a copy of the manufacturer's 
formula and a sample of his product, which should be forwarded to 
this office for approval before issuing the permit, unless the formula 
and sample have heretofore been passed upon favorably by this office. 
If the alcoholic compoimd is already listed in T. D. 2222, or subse- 
quent decisions of similar purport as one requiring special tax for its 
manufacture and sale, permit shall not be issued, nor will permits be 
issued to retail liquor dealers, except pharmacists, as hereinafter 
provided. 

If it should appear on proper showing made at any time that the 
party to whom a permit has been issued has willfully violated any of 
the provisions of the law or regulations relating to the using or 
handling of such spirits, it shall be the duty of the collector to recall 
and cancel the permit and report the facts to the Commissioner of 
Internal Revenue, with his recommendations in the premises. 

The following form of application, which when approved by the 
collector becomes a permit, must be used: 

U. S. Internal Revenue. Serial No. of permit — ^ 

Form . 

APPLICATION FOR PERMIT TO USB OR SELL DISTILLED SPIRITS FOR OTHER THAN 
BEVERAGE PURPOSES, WITH COLLECTOR'S APPROVAL THEREOF. 

, 19—. 

To , 

Collector, District o/- 



The undersigned, having filed appropriate bond, hereby makes application to 

use,^ sell,^ use and sell,* distilled spirits for other than beverage purposes, ^ — 

• (If this space 
is insufficient to enter required details, same may be continued on a separate sheet to be pasted hereto.) 

The probable quantity that will remain outstanding as a charge against the appli- 
cant's bond undisposed of, in transit, in process of manufacture, or on storage, will be 

proof gallons. 

(Signed) , 



Approved: 



Collector, District of- 

Dated, , 19—. 



1 Strike out words not applicable. 

' Htro state in detail the purpose for which the alcohol is to be used, and il to be sold, insert a statement 
that it will be sold only to users or dealers holding like permits, and for uonbeverage purposes. 

This application is to be made by the applicant in duplicate. After approval, one copy is to be retained 
by the collector and the other delivered to the applicant, who will post the same conspicuously in bis place 
of biuiiiefls. Nontransferable and may be canceled or revoked by the Commissioner of Internal Revenue 
or the ooUaetor ol the district. 
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The application should be made in duplicate. One copy after 
approval will be retained by the collector in his files and the other 
with the collector's approval indorsed thereon will be returned to the 
applicant, who will post the 3ame conspicuously in his place of busi- 
ness. The application so approved, which by the act of approval 
becomes a continuing permit, is nontransferable and may be re- 
voked and canceled by the Commissioner of Internal Revenue or by 
the collector of the district. 

No permit should be granted to a manufacturer of beverages nor 
where the spirits are intended to be used for beverage purposes. 

The sale or use of medicinal and culinary or flavoring extracts 
made with nonbeverage distilled spirits for beverage purposes or for 
manufacture into beverages will subject the seller or user to the 
penalties provided. 

In this connection attention is called to T. D. 1843, defining the 
standards used in determining special-tax liability of manufacturers 
of and dealers in flavoring extracts, soda-water sirujys, etc., contain- 
ing alcohol, and alcoholic compounds containing medicinal ingredients. 

Dealers and users will be reUeved from Uability for the penalty if 
the spirits are changed according to the standards therein established. 

BOND. 

The applicant, before or at the time of obtaining a permit, is re- 
quired to furnish a bond, with corporate surety, in duplicate, condi- 
tioned that he shall fully and faithfully comply with all the require- 
ments of the act of Congress approved August 10, 1917, known as 
the food-control act, and all regulations issued pursuant thereto, 
and with all the requirements of the internal-revenue laws of the 
United States and all regulations issued pursuant thereto. If the 
collector finds the bond sufficient in all respects, he shall approve 
the same by his indorsement thereon, and file one copy, bearing any 
documentary stamp or stamps that may be necessary under the law 
existing at the time of execution, in his office, and forward the other 
copy, with indorsement as to documentary stamps affixed to the 
retained copy, if necessary, to the Commissioner of Internal Revenue. 

The penal sum of the bond will be three times the difference be- 
tween the tax on beverage and nonbeverage spirits, on the quantity 
of spirits which, according to the application for a permit in the case, 
will at any time remain outstanding against the bond. 

INSTBUCTIONS FOR PREPARATION OF BOND. 

The following .instructions must be particularly observed and com- 
plied with, viz: 

(1) The Christian names must be written in the body of the bond 
in full, and so signed to the bond. 
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(2) Bonds of corporations must be filled in and signed with* the 
exact corporate name, with the corporate seal attached, and with 
the name and title of the officer authorized to affix the corporate 
signature and seal. 

(3) The residence of each signer must be stated in the bond. 

(4) A seal of wax or wafer must be attached to each signature, 
other than that of a corporation, which must be attested by the 
corporate seal. 

(5) Each signature, other than that of a corporation, must be 
made in the presence of two witnesses, who must sign their names 
as such. 

The bond is to be continuing and indeterminate, and will be in 
form as follows: 

U. S. ' ntemal Revenue. Serial No. of permit 

Form . 

BOND OP APPLICANT FOR PERMIT TO USE OR SELL DISTILLED SPIRITS FOR OTHER THAIT 

BEVERAGE PURPOSES. 

Know all men by these presents, that , of , as principal, and 

-, of , as surety, are held and firmly bound unto the United States 



of America in the sum of dollars, lawful money of the United States, for the pay- 
ment whereof to the United States we bind ourselves, our heirs, executors, adminis- 
trators, successors or assigns, jointly and severally, firmly by these presents. 

Witness our hands and seals this day of , 191-. 

Whereas the above-bounden principal has made application for a permit to use,^ 

sell,^ use and sell,^ distilled spirits for other than beverage purposes at in the 

collection district of . 

Now, therefore, the condition of this o ligation is such that if the said principal 
shall fully and faithfully comply with all the requirements of the act of Congress, 
approved August 10, 1917, known as the food-control act, and all regulations issued 
pursuant thereto, and with all the requirements of the internal-revenue laws of the 
Uoited States and all regulations issued pursuant thereto, then this obligation to be 
void; otherwise to remain in full force and virtue. 

. [seal.] 

. [seal.] 

. [SEAL.] 

. [seal.] 

Signed, sealed, and delivered in the presence of — 



The dealer or user having received a permit and posted the same 
in accordance with instructions herein, is then at liberty at any time 
to make application for the withdrawal from bonded warehouses or 
to purchase from wholesale liquor dealers specific quantities of 
distilled spirits for use or sale or for use and sale for other than 
beverage purposes. In making such application, he will in the form 
hereinafter prescribed describe the spirits to be received by him 
with as much particularity as the character of the container will 

1 strike ont words not applicable. 
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pe^jmit. In all cases^ the quantity in wine gallons and proof gallons, 
as well as the tax gallons and the proof, will be stated. When 
contained in a distiller's original package, the package number will 
be stated ; in other cases the serial number of the stamp affixed to the 
package. The applicant wiU also see that the tax on the spirits out- 
standing as a debit against his bond as well as the additional quan- 
tity appHed for is not such in, the aggregate that the tax thereon at 
the dijQferential rate will exceed one-third the penal sum of his bond. 
Great care will be taken by the applicant to invariably fill the blank 
spaces in the afiidavit headed ^Troof gallons,'' the items called for 
being entered with particularity and accuracy. 

The application for withdrawal or purchase containing a state- 
ment of the outstanding quantities of spirits debited against the ap- 
plicant's bond must in all cases be sworn to before an officer author- 
ized to administer oaths, and unless so sworn the collector wiU decline 
to approve the same and return the application unapproved. The 
application should be signed by the applicant in the appropriate 
space. Where the appHcant is a copartnership or corporation, the 
affidavit must be made by a member of the firm or by an officer of 
the corporation, who will state his relation to the firm or corporation, 
as the case may be, in the appropriate space. In all cases the penal 
sum of the bond Will be stated in the application in the blank space 
provided for the same. 

The application to withdraw or purchase will be made to the col- 
lector of the district who issued the permit to use or sell and will 
always be made in triplicate. The collector, if he finds the appUcant 
entitled to use the nonbeverage spirits, will indorse his approval in 
the appropriate space on all three copies, and retain one for his files, 
returning the other two copies to the applicant, who will retain one 
on file at his place of business and present one to the distiller or whole- 
sale liquor dealer from whom the spirits are to be obtained as au- 
thority to the latter for making the delivery of the spirits. This 
authority should be filed by the person making the delivery in his 
place of business for his own protection. 

The apphcation to withdraw or purchase with the collector's 
approval thereon will be in the following form: 

U. 8. Inttrnal Rtvtnut. Strlal No. of permit 

Form . 

APPLICATION FOR WITHDRAWAL OR PURCHASE OP DISTILLED SPIRITS FOR USE OR SALE 
FOR OTHER THAN BEVERAGE PURPOSES WITH COLLECTOR'S APPROVAL THEREOF. 

To , 

Collector, District of- 



The undersigned requests permission to withdraw or purchase from 

of , in the disrtxict of , the following described distilled spirits for 

use,* sale,* use and sale * for other than beverage purposes: 

1 Strikt out words not appUcablt. 
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Number of 
packages. 


Serial No. of 
each package 


Wine gallons. 


Proof. 


Proof gallons. 


Tax gallons. 
















i 1 . ' 




, 1 






1 




Total 


1 








. 1 1 





I hereby certify that I am 



(Signed ) . 

, the holder of the permit to uae distilled 

spirits for other than beverage purposes bearing the serial number above specified; 

that I am acquainted with the business of the holder of said permit; and that the 

following details in regard thereto are true: 

Pnx)f galloDs. 

Quantity distilled spirits disposed of imder permit in accordance with 

terms thereof since July 1, 19 — 

Quantity still outstanding, undisposed of, this day 

Quantity applied for herein 



Total. 



Penal sum of current bond $. 

(Signed) ' 



Subscribed and sworn to before me this day of , 19- 



Approved: 



Collector y District of- 

. 1^. 



Dated, 

This application is to be made by the applicant in triplicate. 

The application for permit to use or sell with collector's approval 
thereon, the bond, and the application for withdrawal or purchase 
with collector's approval thereon must be prepared by the applicant 
in typewriting on paper 8 by 10 J inches in size. AH these forms 
(except the permit held by the user or dealer, which must be posted 
conspicuously at his place of business) will be filed in the collector's 
office and (with the exception of the bond) at the place of business of 
the user or dealer and at that of the person selling or delivering the 
spirits to the user or dealer, in letter-size cabinets, conveniently 
arranged for ready reference. 

All applications for permits to use or sell will, when approved by 
the collector, be given a serial number, which will invariably be 
entered in the appropriate space in the right upper comer of the 
original application and upon all subsequent applications for with- 
drawal or purchase as well as upon the bond in each case. 

In each and every case where the holder of the permit retires from 
the business and surrenders his permit to the collector of the district, 
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and there are no outstanding charges against his bond, or if for any 
reason the collector or the Commissioner of Internal Revenue recalls 
and cancels a permit, the collector will promptly notify the Commis- 
sioner of Internal Revenue that the bond of the holder of the permit * 
may be canceled as to future liability and same action to be taken 
in the collector's office. It is important, therefore, that holders ofr 
permits promptly notify collectors of internal revenue of retirement 
from business requiring permit and surrender such permits that the 
bonds may be canceled and the question of premiimis thereon be 
settled. 

USE OF DISTILLED SPIRITS FOB OTHER THAN BEVERAGE PURPOSES. 

Distilled spirits for other than beverage purposes may be used only 
in the arts, sciences, and trades where the circumstances are such that 
there can be no probability that the spirits will be sold or used for 
beverage purposes or in the manufacture or production of any article 
intended for use as a beverage. The use for other than beverage 
purposes would include the manufacture of bona fide United States 
Pharmacopoeia or National Formulary medicinal, culinary^ and 
flavoring extracts, as well as cosmetics and toilet preparations, 
including bay rum, perfumery and toilet waters, extract of witch 
hazel and listerine, and would include proprietary medicines for 
which special tax is not required as rectifier from the producer, or 
special tax as wholesale or retail liquor dealer from the vendor. 
Manufacturers of so-cailed proprietary medicines listed in T. D. 2222 
or subsequent decisions of similar import, as requiring special tax for 
their manufacture or sale, will not be entitled to use so-called non- 
beverage alcohol. Spirits of a potable proof which were entered into 
warehouse and marked and branded as whiskey, rum, gin, brandy, etc., 
will be presumed to be for use for beverage purposes when withdrawn 
or sold. 

All sales are presumably for beverage purposes when made to a 
retail dealer in alcoholic beverages, and permits will be withheld from 
such dealer. Pharmacists who are holders of special tax stamps as 
dealers will be entitled to use or sell alcohol for other than beverage pur- 
poses, but they will be required to obtain permit, give bond, and 
make application as herein prescribed. Pharmacists who are not 
qualified as retail liquor dealers may procure nonbeverage spirits on 
the same terms, but must dispense the same only on prescription of a 
physician or veterinarian duly authorized to practice under Federal 
or State laws, and only when denatured in conformity with T. D. 
2496. The compoimding in such case must not be in advance of the 
receipt by the pharmacist of the prescription. This requirement does 
not extend to spirits to be used in compounding regular prescriptions 
for internal use where the spirits are otherwise so medicated as to 
render them unfit for use as beverages. 
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MALT AND VINOUS LIQUOB8. 

The regulations of this office relative to the manufacture and sale 
of malt and vinous liquors will be modified later if necessary to 
make them conform to the act of October 3, 1917, or if required by 
action of the President hereafter limiting, regulating, or prohibiting 
the use of foods, fruits, food materials, or feeds in the production of 
such Uquors for beverage purposes, or the reduction of the alcoholic 
content thereof. 

COMMANDEERING SPmrrS FOR REDISTILLATION. 

No order as to commandeering distilled spirits in bond or in stock 
at the date of the approval of the food-control act (Aug. 10, 1917), 
for redistillation under section 16 of such act has been issued by the 
President. 

WHEN ACT EXPIRES. 

Section 24 of the food-control act states that its provisions shall 
cease to be in effect when the existing state of war between the 
United States and Germany shall have terminated, and the fact and 
date of such termination shall be ascertained and proclaimed by the 
President. 

PENALTIES FOR VIOLATION OP LAW AND REGULATIONS. 

Storekeeper-gangers, storekeeper-gangers assigned as gangers, and 
deputy collectors will report to their immediate superiors and revenue 
agents and collectors will report to the Commissioner of Internal 
Revenue violations of the law and regulations. 

Any violation of these regulations will subject the offender to 
the penalty provided by the statute (act of Aug. 10, 1917), to wit, 
a fine not exceeding $5,000, or imprisonment for not more than two 
years, or both, and to the pains and penalties denounced by statute 
for violation of the internal-revenue laws, as well as to liability on 
his bond. 

Any violation of law or regulations which is a violation of the 
act of August 10, 1917, only, can not be made the subject of com- 
promise by the Commissioner of Interual Revenue, imder section 
3229, Revised Statutes, which section is applicable to offenses arising 
under the internal-revenue laws only. 

Any instructions issued prior to this date which conflict in any 
particular with the above are modified accordingly. 

Daniel C. Ropbb, 
Commissioner of Internal Beven/ue. 

Approved: 

Oscar T. Crosby, 

Acting Secretary of the Treasury. 
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(T. D. 2560.) 

Distilled spirits. 

Various changes in regulations relating to the marking, branding, and stamping of 

distilled spirits. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 4i 1917. 
To collectors of internal revenue, rectifiers, and others interested: 

Section 304 of the new revenue measure provides, among other 
things, that — 

All distilled spirits taxable under this section shall be subject to uniform regulations 
concerning the use thereof in the manufacture, blending, compounding, mixing, 
marking, branding, and sale of whiskey and rectified spirits, and no discrimination 
whatsoever shall be made by reason of a difference in the character of the material 
from which same may have been produced. 

Hereafter, therefore, all products of rectification from molasses 
spirits or spirits other than grain at rectifying houses will be marked 
and branded in the same manner as spirits derived from grain. All 
regulations in conflict herewith are accordingly revoked. 

In Mim. 1613, dated September 12, 1917, the following instruction 
occurs in regard to the collection of the 15-cent tax on rectified 
spirits: 

The tax is to be computed on the proof gallons, which include two decimal places 
and which should be written in the body of the stamp by the officer issuing same. 

This instruction is hereby modified so as to read as follows: 

The tax is to be computed on the proof gallons, but the second decimal place is to 
be disregarded following the practice authorized in tax-paying spirits at distilleries, 
and the proof gallons will be written in the body of the stamp by the officer issuing 
same. 

Section 305 of said measure provides as follows: 

That hereafter collectors of internal revenue shall not furnish wholesale liquor 
dealers' stamps in lieu of and in exchange for stamps for rectified spirits unless the 
package covered by stamp for rectified spirits is to be broken into smaller packages. 

The Commissioner of Internal Revenue, with the approval of the Secretary of 
the Treasury, is authorized to discontinue the use of the following stamps whenever 
in his judgment the interests of the Government will be subserved thereby: 

Distillery warehouse, special bonded warehouse, special bonded rewarehouse, 
general bonded warehouse, general bonded retransfer, transfer brandy * * * and 
export fermented liquor stamps. 

Collectors will decline to furnish wholesale liquor dealers' stamps 
in lieu of or in exchange for stamps for rectified spirits, unless the 
package covered by the stamp for rectified spirits is to be broken 
into smaller packages. Packages properly protected by stamps for 
rectified spirits must not be changed into wholesale liquor dealers' 
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packages except where subdiTision of the contents is absolutely 
necessary for commercial reasons. This will make it necessary for 
bottlers of rectified spirits (unless they are willing to subdivide 
the original rectifier's package) to bottle directly from the package 
covered by stamps for rectified spirits, which may be of large capac- 
ity, not exceeding, however, 500 gallons, and which may be cov- 
ered by more than one stamp, if necessary, to denote the entire 
quantity. 

While the present edition of stamps is being used it will be neces- 
sary for rectifiers to draw their product into packages of sufficient 
size so that the contents will amount to not less than 5 proof gallons, 
which is the least quantity that can be covered by the current edi- 
tion of stamps. Where packages of rectified spirits contain between 
6 and 10 gallons, it will be necessary for the rectifier, in applying for 
tax-paid stamps, to adjust the wantage so that the tenths of a gallon 
will be less than 5, inasmuch as the figures on the right fiide of 
the coupons do not run higher than the figure 4. 

Under the section above quoted the use of distillery warehouse, 
special bonded warehouse, special bonded rewarehouse, general 
bonded warehouse, general bonded retransfer, and transfer brandy 
stamps is hereby discontinued, such discontinuance to be effective 
on and after November 1, 1917. 

In lieu of the warehouse stamps heretofore required on the heads 
of packages of distilled spirits when entered into warehouse, the 
gauging oflicer who performs the entry gauge will, without the 
presence of any other officer, affix his canceling stencil in the same 
relative position as heretofore. No number of a distillery ware- 
house stamp will be marked on the head of the package, but all 
other required marks and brands will be placed thereon as hereto- 
fore. Like practice will obtain in reference to special bonded ware- 
house, special bonded rewarehouse, general bonded warehouse, 
general bonded retransfer and transfer, brandy stamps — that is to 
say, the stamps wiU be omitted from the head and all reference 
thereto will be omitted from the marks, but in Ueu of the stamp the 
canceling stencil of the gauging officer will be applied to the head 
as above required. 

Inasmuch as the discontinuance of export stamps for fermented 
liquors would affect the present method of accounting for export 
fermented liquors, it is not deemed expedient for the present to 
require the discontinuance of the use of such stamps. 

Daniel C. Bopeb, 
Commissioner of Internal Reven/ae* 

Approved: 

OSCAB T. CrOSBtY, 

Acting Secretary of the Treasury. 
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(T. D. 2661.) 
Corporation income tax. 

The time for making retuma pursuant to the requirements of Titles I and II of the 
act of October 3, 1917, in the case of corporations whose income-tax returns have 
been made or shall be made upon the basia of a fiscal year ending during the cal- 
endar year 1917, is extended to January 1, 1918. ^ 

Tbeasuey Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 16, 1917. 
To coUectora ofintemai revenue: 

The act of October 3, 1917, imposes upon the net income of every 
corporation, joint-stock company or association, and every insurance 
company a war income tax of 4 per cent and a war excess-profits tax 
at certain graduated rates, which taxes are in addition to the tax 
imposed by Title I of the act of September 8, 1916, as amended. 

The first-named act is effective as of January 1, 1917, and applies 
to all corporations making returns on the basis of a fiscal year ending 
during the calendar year 1917, as well as to corporations making 
returns on the basis of a calendar year. It will be necessary for all 
corporations liable to these additional taxes and which have made, 
or which shall hereafter make, returns for a fiscal year ending in 1917 
to make supplemental returns for the pxupose of the excess profits 
tax. This requirement will apply to all corporations which may 
have heretofore made excess profits tax returns for the 1917 fiscal 
year pursuant to the requirements of Title II of the act of March 3, 
1917. 

Because of the desirability to have all returns made upon a pre- 
scribed form and in accordance with approved regulations, and 
because of the fact that it will be impossible for several weeks to put 
into the hands of such corporations the blank forms and instructions 
prescribed by this department for the use of such corporations in 
making excess-profits tax returns, the time within which such returns 
may be filed in the case of those corporations whose returns are due 
to be filed on or before January 1, 1918, is hereby extended to that 
date. This extension is made pursuant to the proviso in subpara- 
graph (c) of section 14 of Title I of the act of September 8, 1916, and 
appUes also to those corporation income-tax returns due to be filed 
on or before January 1, 1918, the correct preparation of which depends 
upon the excess-profits tax returns. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 

Approved: 

Oscar T. Crosby,. 

Acting Secretary of the Treasury, 
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(T. D. 2562). 

Distilled spirits. 

Spirits in warehouse hot exceeding 30 days not to be regauged upon withdrawal. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D, C, October 22, 1917. 
To collectors of internal revenue and others concerned: 

Section 302 of the act approved October 3, 1917, provides that 
under such regulations as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, may prescribe, 
distilled spirits may be withdrawn from distillery warehouse on the 
original gauge where the same have remained in such warehouse for a 
period not exceeding 30 days from the dat6 of deposit. 

You are directed to advise all distillers and gauging officers in your 
district that for the present no regauge will be made upon with- 
drawal of packages of distilled spirits from distillery warehouses 
when the same have not been in warehouse more than 30 days. 

When a gauging officer notes any circumstance indicating that a 
package of spirits has been tampered with, or when he has reasons 
to believe that the package contains more spirits than is shown by 
the original gauge, or materially less spirits, or the distiller asks for a 
regauge, a careful regauge will be made by him of such packages 
before withdrawal. 

In the event a regauge is made upon withdrawal x)i any package or 
packages which have remained in warehouse for a period not exceed- 
ing 30 days from the date of deposit, the gauging officer will note in 
Form 59 the reason for such regauge. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved: 

L. S. RowE, 

Acting Secretary of the Treasury. 



(T. D. 2563.) 

Soldiers^ and sailors^ insurance. 

Tax imposed by section 504 of act of October 3, 1917, does not apply to soldiers' and 
sailors' insurance written by the War-Risk Insurance Bureau. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 23, 1917. 
To collectors of internal revenue, revenue agents, and others concerned: 

Tax imposed by section 504 of act of October 3, 1917, does not 
apply to soldiers' and sailors' insurance written by the War-Risk 
Insurance Bureau. 

yeSSl**— VOL. 19—17 — ^20 
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Section 505 of the act of October 3, 1917, expressly provided that 
the tax imposed by section 504 of such act upon Ufe and casualty in- 
surance shall be returned and paid by ^ 'every person, corporation, part- 
nership, or association issuing poUcies of insurance upon the issuance 
of which a tax is imposed by section 504.'' 

The act clearly contemplates that the tax shall be paid by the 
insurer and not by the insured. 

Not only is it impossible in the absence of express provision to the 
contrary to infer that the United States intended to tax itself, but 
section 505 obviously Umits the application of the tax to persons, 
corporations, partnerships, and associations, in none of which classes 
is the United States included. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved: 
L. S. RowB, 

Acting Secretary offhe Treasury. 



(T. D. 2564.) 
Fermented malt liquors. 

JJae 88 distiUing material at a contiguous industrial distillery for production of alcohol 
for denaturation, the residue containing less than one-half per cent alcohol to 
he available for manufacture of a ''soft' * drink. 

Tbeasuey Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., Octoler 26, 1917. 
To collectors of internal revenue, brewers, and others concerned: 
Section 308 of the new revenue measure provides — 

That from and after the passage of this act taxable fermented liquors may be con- 
veyed without payment of tax from the brewery premises where produced to a con- 
tiguous industrial distiUery of either class established under the act of October 3, 
1913, to be used as distilling material, and the residue from such distillation contain- 
ing less than one-half of 1 per cent of alcohol by volume, which is to be used in making 
beverages, may be manipulated by cooling, flavoring, carbonating, settling, and 
filtering on the distillery premises or elsewhere. 

The removal of the taxable fermented liquor from the brewery to the distillery 
and the operation of the distillery and removal of the residue there&om shall be under 
the supervision of such officer or officers as the Commissioner of Internal Revenue 
shall deem proper; and the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, is hereby authorized to make such regulations from 
time to time as may be necessary to give force and effect to this section and to safe- 
guaM the revenue. 

Pursuant to the section above quoted, the following regulations 
are hereby promulgated: 

Hereafter beer, ale, porter, or other fermented malt liquor may be 
conveyed by pipe line without tax payment from the brewery prem- 
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ises where produced to a contiguous industrial distillery of either 
class established under the act of October 3, 1913, there to be used 
as distilling material. 

The premises used as a brewery and the premises used as an indus- 
trial distillery must be separate and distinct, for which the requisite 
notices and bonds shall have been given. 

If the distiQery is in a portion of the building in which the brewery 
is situated or in a separate building immediately adjoining the 
brewery building, there must be a complete separation by substantial 
unbroken partitions betweeur the same from cellar to roof, on the lines 
of the premises on all floors, with the exception only that necessary 
openings will be permissible to allow the conveyance of distilling 
material, water, and carbon dioxide gas by pipes, and to permit the 
use of the same heat, light, and power plants in the conduct of both 
industries. Necessary openings will also be permitted in such par- 
titions for the passage of pipes for the return of the residue^ after 
distillation for further manipulation by cooling, flavoring, carbon- 
ating, settling, and filtering on the brewery premises, if desired by 
the brewer. These processes may also be carried on on the distillery 
premises or elsewhere. 

Necessary measuring cisterns, with a 24-hoiU' capacity for each, 
must be provided, either in the brewery or distillery, for the deter- 
mination of the quantity of taxable material transferred, that records 
may be made thereof at the brewery and at the distillery, and such 
cisterns must be constructed and protected in the same manner as 
now prescribed for measuring cisterns pertaining to brewery pipe 
lines. These cisterns, of which there must be not less than two, will 
also be used as charge tanks for the distillery, to enable the collector 
to make survey as prescribed in supplement No. 2 to regulations 
No. 30. 

The industrial^distillery must be constructed in the manner pre- 
scribed by the act of October 3, 1913, and supplement No. 2 to regu- 
ations No. 30. All alcohol produced at such a distillery must be 
denatured on the distillery premises where produced. Vacuum stills 
may be used in lieu of the more ordinary types, if desired. 

The residue from such distilleries containing less than one-half of 
1 per cent of alcohol by volume, which is to be used in making non- 
taxable beverages, may be manipulated by cooling, flavoring, car- 
bonating, settling, and filtering on the distillery preniises or on the 
brewery premises, or transferred from the distillery premises to other 
and separate premises for bottling or otherwise by means of im- 
stamped packages unlike those ordinarily used for containing fer- 
mented liquor, or, if like. packages are used, the same to be equipped 
in the manner required by T. D. 2410 in cases where fermented 
liquor packages are used for containing nontaxable beverages re- 
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moved from brewery premises; that is to say, both heads to be 
eqmpped with a substantial metal plate, securely and permanently 
attached thereto and painted in a solid color with oil and lead with 
lettering in a contrasting color of the same materials conspicuously 
placed thereon, reading as follows: ''Nontaxable; less than half per 
cent alcohol''; the word " nontaxable" to be not less than IJ inches 
in height and of proportionate width; the remaining words to be not 
less than one-half inch in height and of proportionate width; the 
hoops of the packages to be painted white in oil and lead. Such 
residue may also be transferred to other premises for bottling or 
viherwise by way of a separate pipe line, which may, however, be 
connected, il desired, on the bottling premises with a tank or tanks 
set aside for that purpose exclusively or with a filling machine or 
machines commonly used for bottling fermented liquors received 
from brewery premises through an authorized pipe line. Any such 
residue removed to the brewery premises for completion of the 
process must be kept separate and distinct from the taxable product, 
and if the same apparatus is to be used for completing the process it 
miLst be used at separate and distinct times for the two products. 
Pipes for conveying such residue of less than half of 1 per cent of 
alcohol by volume passing over the brewery premises must be open 
to inspection, throughout their entire lengths. 

The taxable fermented liquors conveyed as herein permitted will 
be reported as produced by the brewer and so entered on his record 
(Form 104) and return (Form 18), forming a part of the general 
product of the brewery. 

Qredit will be taken on record (Form 104) and return (Form 18) 
for the quantity of liquor removed as distilling material, the same 
not to be subject to beer tax. At the distillery the material received 
from the brewery for distillation will be taken up on record book 606, 
which must be kept for that purpose. (See last revision of said form.) 
An abstract thereof will be required monthly to be sent to the col- 
lector's office. 

The necessary supervision over the removal of the taxable fer- 
mented liquor from the brewery to the industrial distillery and the 
supervision over the operation of the distillery ^nd the denaturation 
of the product will be exercised by the pipe-line deputy where one is 
on duty and can perform such service or in cases where there is no 
pipe-line deputy or such deputy is unable to perform all the duties 
necessary to the proper supervision, a storekeeper-gauger will be 
assigned in the usual manner to the distillery, with compensation not 
less than $3 nor more than $4 per day. All regulations inconsistent 
herewith are accordingly modified or revoked.. 

Any reference herein to a ''nontaxable" product relates only to the 
exemption from tax on fermented malt liquors and is not to be taken 
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as exempting the article from any tax imposed on so-called ''soft" 
drinks by the aot of October 3, 1917, or any subsequent law. 

Daniel C. Roper, 
Commissioner of Internal Revenue, 
Approved: 

OscAB T. Crosby, 

Acting Secretary of the Treasury, 



(T. D. 2565.) 
Distilled spirits. 

Recovery of spirits from empty spirit packages in central distilling and denaturing 
plants of an industrial character. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 27, 1917, 
To coUectors of internal revenue, revenue agents, and others concerned: 

Hereafter at central distilling and denaturing plants established 
under the act of October 3, 1913, and regulations No. 30 and supple- 
ment No. 2 made in pursuance thereof, distilled spirits may be ex- 
tracted from empty spirit packages by steaming, hot water, or other 
processes on such premises, the spirits thus recovered to be used as 
distilling material in said distillery constructed in strict conformity 
with the law and regulations named under the supervision of the 
Government officer. 

A distillery of this character must be of such capacity that not less 
than 1,000 gallons of proof spirits maybe produced during one day, 
and the distilling apparatus must be such that the proof of the 
spirits may be raised to not less than 180°; all spirits thus recovered 
and produced to be denatured on the distillery premises, as provided 
in the regulations named. At distilleries, therefore, where spirits 
are to be thus recovered for denaturation no extraction will be per- 
mitted until a sufficient accumulation of barrels has been made to 
comply with these regulations, and collectors will place on duty at 
such distilleries a storekeeper ganger to supervise the extraction and 
see that all spirits thus extracted or recovered are properly distilled 
and denatured on the distillery premises. The compensation of the 
officer will be not less than $3 nor more than $4 per day. Attention 
is called to the fact that regulations No. 30 are in process of revision 
and supplement No. 2 will be embodied therein. To enable the dis- 
tiller to use special denaturants it will be necessary to qualify as a 
central distilling and denaturing plant, provided with the requisite 
distilling apparatus and stor,age room for alcohol, in conformity with 
supplement No. 2, and to obtain express permission for the use of 
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special denaturants as provided by said supplement. Two bonds 
will be required on Forms No. 614 and 671. The bond on Form 
671 is technically necessary to enable the distiller to use special 
denaturants and need be in a nominal penal sum only, but of not less 
than $1,000. 

Very special attention is called to the provisions of regulation sup- 
plement No. 2, which require the installation of charge tanks in in- 
dustrial distilleries to enable the collector or his deputy to make 
survey of the distillery. Inasmuch as the spirits extracted from 
whisky barrels will be in potable condition at central distilling and 
denatming plants where such recovery will be permissible under this 
Treasmy decision, the distiller will install at least two such charge 
tanks or measuring cisterns, which must be of metal with suitable 
covers. The cover as well as the outlet valve or any other opening 
affording access to the spirits must be provided with attachments 
for Government locks. All spirits extracted from the whisky barrels 
will be inmiediately deposited in one or the other of such storage 
tan£s, and the officer under assignment will affix all necessary locks, 
so there may be no access to the spirits. The spirits must be so 
deposited in the storage tanks 'as to admit of the use of the tanks for 
the purpose intended, namely, as measuring cisterns for making 
surveys. 

Daniel C. Roper, 
Commissioner of IrUemdl Revenue. 

Approved. 

OsoAB T. Crosby, 

Acting Secretary oftJie Treasury. 



(T. D. 2666.) 

DistiUed spirits. 

Yarioufl infitnictioiis applicable to cases arising under the revenue act of October 3, 1917. 

Treasury Departmbnt, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 27, 1917. 
To collectors of internal revenue and others conx^emed: 

Attention is called to the fact that under section 304, act of 
October 3, 1917, neither a rectifier nor wholesale or retail liquor 
dealer nor any other person, firm, or corporation is permitted to 
reduce in proof or increase in volume in any quantity by the addition 
of water or other substance rectified spirits on which the 15-cent 
tax has been paid. This does not apply to reduction of proof by 
retailers made at the time of sale, but such reduction may not be 
made by retailers in quantity in advance of the sale of the drinks* 
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A wholesale liquor dealer is permitted on making change of package 
of a distiller's original package or of a wholesale liquor dealer's 
package containing other than rectified spirits tax paid at the 15- 
cent rate by the rectifier to reduce the proof by the addition of water 
only, making necessary changes in the marks, brands, and stamps 
piu*suant to application on Form 92. 

A retail liquor dealer is permitted to reduce in proof by the addition 
of water only spirits drawn from a distiller's original package or a 
wholesale Uquor dealer's package containing other than rectified 
spirits tax paid at the 15-cent rate by the rectifier, provided the 
resulting quantity is less than 5 wine gallons. 

No change has been made in the regulation^ relating to the reduc- 
tion of proof in the distiller's original package on the distiller's prem- 
ises, at the distiller's free warehouse, or on the premises of a whole- 
sale liquor dealer. 

Where a rectifier desires to continue the use of his bottling tanks 
which heretofore have been placed imder wholesale Uquor dealer's 
stamps for that purpose, he may, if the capacity has been accurately 
determined by actual measurement or graduated glass gauges, with- 
draw spirits from the 27 B packages directly to such bottling tanks 
and place a sufficient number of stamps for rectified spirits on such 
bottling tanks to pay the tax on the contents at the 15-cent rate. 
If a. bottling tank is to be completely filled each time and the contents 
have been accurately ascertained a graduated glass gauge would 
appear to be imnecessary, but tax must be paid on the full capacity 
each time the tank is used. When the contents of such a bottHng 
tank have been withdrawn into bottles, the stamps used in tax 
payment must be completely effaced and obhterated and new ones 
must be affixed in tax payment every time a tank is used or filled. 

The instructions in Mim. 1646 are regarded as permitting this 
modification as to the use of bottling tanks as packages for containing 
the product of rectification from which to draw for botthng purposes 
only at rectifying houses. 

Attention is again called to Mim. 1619 of September 19, 1917, 
which provides that the 15-cent tax is due upon all rectified spirits 
in possession of the rectifier Who rectified the same title to which has 
not passed to another person by bona fide sale and removal from the 
rectifier's premises before October 4, 1917, regardless of whether the 
same is charged by the rectifier to himself for wholesale or retail on 
book 52. The spirits subject to this 15-cent tax must be inventoried 
and returned separately, and tax is immediately payable, as it is in 
no sense a so-called floor tax, payment of which may be deferred by 
giving bond. This tax is apphcable to the rectified spirits still in 
possession on October 4, 1917, of the rectifier who rectified the same 
whether in bottles, cased bottles, or packages bearing marks, brands, 
and stamps or retail packages not bearing marks, brands, and stamps 
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All distilled spirits in possession of a manufacturing chemist, 
pharmacist, or any other person, firm, or corporation held for sale, 
although not for sale as distilled spirits on October 4, 1917, are held 
to be subject to the additional floor tax at $1.10 or $2.10 per proof 
gallon, as the case may be. Distilled spirits in the possession of 
manufacturers on October 4, 1917, which, in the legitimate processes 
of manufacture, had been rendered unfit for use as beverages are 
not subject to the additional floor tax, but the manufacturing processes 
must have been bona fide and not for the mere purpose of evasion. 

Nonbeverage distilled spirits taxable at the rate of $2.20 per proof 
gallon may be used by manufacturers of flavoring extracts where 
such extracts are unfit for use as a beverage, and such extracts may 
in turn be used in manufacturing beverages. 

Daniel 0. Ropeb, 
Commissioner of Internal Revenue. 



(T. D. 2567.) 

Distilled spirits. 

Eztracti may be made from nonbeverage alcohol. 

Treasury Department, 
Oppioe of Commissioner of Internal Revenue, 

WasUngton, D. C, October SO, 1917. 
To collectors of internal revenue and others concerned: 

Alcohol tax paid at the rate of $2.20 per gallon, whether produced 
from materials fermented before or after September 9, 1917, may be 
used in the manufacture of bona fide flavoring extracts which them- 
selves are not fit for beverage purposes. Such flavoring extracts 
may be subsequently used for flavoring beverages whether alcoholic 
or not. 
Any instructions to the contrary are hereby rescindeci. 

Daniel C. Roper, 
Oommissioner of Internal Revenue. 
Approved: 

L. S. RowB, 

Acting Secretary of the Trea,sury. 



(T. D. 2568.) 

Moving-picture films. 

Tax on positive moving-picture films to be paid only once "when first sold or leased." 

Treasury Department, 
Oppioe op Commissioner op Internal Rjjvenue, 

Washington, D. 0., October SO, 1917. 
Title VI, section 600, of the act of October 3, 1917, imposes "a 
tax equivalent to one-half of 1 cent per Hnear foot" "upon all posi- 
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tive moving-picture films (containing a picture ready for projection) 
sold or leased by the manufacturer, producer, or importer." 

The tax upon the manufacturers of automobiles, musical instru- 
ments, sporting goods, etc., imposed by the same title, has to be paid 
but once, and it is logical to assume that Congress intended likewise 
in the case of moving-picture films. It also appears that a different 
interpretation of the section in question would impose greater 
burden than could have been intended. 

The language of the subdivisions imposing the tax upon the other 
articles mentioned differs from that concerning films in that the tax 
is imposed upon the articles "sold by the manufacturer, producer, 
or importer." However, the framers of the act recognized that 
moving-picture films as a rule are not sold, but are merely leased 
or rented to exhibitors, and it was evidently in view of such practice 
that the language of the paragraph relating to moving-picture films 
was made to read "sold or leased," instead of merely "sold." 

Accordingly, the words "sold or leased," as they appear in this 
subdivision, are construed to mean when first sold or leased, requiring 
the payment of the tax only once. 

Daniel C. Ropbb, 
Commissioner of IntemcU Revenue. 

Approved: 

L. S. RowE, 

Acting Secretary of the Treasury. 



(T. D. 2569.) 
Tax on tohacco, cigars, cigarettes, and snuff. 

Regulations concendng taxes on tobacco, snuff, cigars, and cigarettes removed from 
factory or customhouse on and after October 4, 1917, subject to half additional 
tax and on and after November 2, 1917, subject to full additional ta^ imposed 
by the act of October 3, 1917. 

Treasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 17, 1917. 
To collectors of internal revenue: 

The sections of the act approved October 3, 1917, imposing addi- 
tional taxes on cigars, cigarettes, tobacco, and snuflF removed from 
factory or customhouse, and providing new sizes of packages for 
cigarettes and small cigars, tobacco, and snuflf are as follows: 

Sec. 400. That upon cigars and cigarettes, which shall be manufactured and sold, 
or removed for consumption or sale, there shall be levied and collected, in addition to 
the taxes now imposed by existing law, the following taxes, to be paid by the manu- 
facturer or importer thereof: (a) On cigars of all descriptions made of tobacco, or any 
substitute therefor, and weighing not more than 3 pounds per thousand, 25 cents 
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per thousand; (b) on cigars made of tobacco, or any substitute therefor, and weighing 
more than 3 pounds per thousand, if manufactured or imported to retail at 4 
cents or more each, and not more than 7 cents each, $1 per thousand; (c) if manufac- 
tured or imported to retail at more than 7 cents each and not more than 15 cents each, 
$3 per thousand; (d) if manufactured or imported to retail at more than 15 cents each 
and not more than 20 cents each, $5 per thousand; («) if manufactured or imported to 
retail at more than 20 cents each, $7 per thousand : Provided^ That the word ' ' retail " as 
used in this section shall mean the ordinary retail price of a single cigar, and that the 
Commissioner of Internal Revenue may, by regulation, require the manufacturer or 
importer to aflSx to each box or container a conspicuous label indicating by letter 
the clause of this section under which the cigars therein contained have been tax- 
paid, which must correspond with the tax-paid stamp on said box or container; (J) on 
cigarettes made of tobacco, or any substitute therefor, made in or imported into the 
United States, and weighing not more than 3 pounds per thousand, 80 cents per 
thousand; weighing more than 3 pounds per thousand, $1.20 per thousand. 

Every manufacturer of cigarettes (including small cigars weighing not more than 
S pounds per thousand) shall put up all the cigarettes and such small cigars that he 
manufactures or has manufactured for him, and sells or removes for confiumptio& or 
use, in packages or parcels containing 5, 8, 10, 12, 15, 16, 20, 24, 40, 50, 80, or 100 
cigarettes each, and sh&Il securely afObc to each of said packages or parcels a suitable 
stamp denoting the tax thereon and shall properly cancel the same prior to such sale 
or removal for consiunption or use under such regulations as the Commissioner of 
Internal Revenue, with ^e approval of the Secretary of the Treasury, shall prescribe; 
and all cigarettes imported from a foreign country shall be packed, stamped, and the 
stamps canceled in a like manner, in addition to the import stamp indicating inspec- 
tion of the customhouse before they are withdrawn therefrom. 

Sec. 401. That upon all tobacco and snuff hereafter manufactured and sold, or 
removed for consumption or use, there shall be levied and collected, in addition to 
the tax now imposed by law upon such articles, a tax of 5 cents per pound, to be 
levied, collected, and paid under the provisions of existing law. 

In addition to the packages provided for under existing law manufactured tobacco 
and snuff may be put up and prepared by the manufacturer for sale or consumption, 
in packages of the following description: Packages containing one-eighth, three- 
eighths, five-eighths, seven-eighths, one and one-eighth, one and three-eighths, one 
and five-eighths, one and seven-eighths, and five ounces. 

Sbc. 402. That sections foiu: hundred, foiu: himdred and one, and four hundred 
and four shall take effect thirty days after the passage of this act: Provided^ That 
after the passage of this act and before the expiration of the aforesaid thirty days 
cigarettes and manufactiured tobacco and snuff may be put up in the packages now 
provided for by law or in the packages provided for in sections four hundred and four 
hundred and one. 

Sbc. 403. That there shall also be levied and collected ♦ * * upon all manu- 
factured tobacco, snuff, cigars, or cigarettes removed from factory or customhouse 
after the passage of this act but prior to the time when the tax imposed by section 
four hundred or section four hundred and one upon such articles takes effect, an 
additional tax equal to one-half the tax imposed by such sections upon such articles. 

Section 1006 provides for continued use of stamps on hand, to be 
sold and accounted for at the new rates of tax; also that assessment 
shaU be made against manufacturers having such stamps on hand 
on the day this act takes effect for the difference between the value 
of same at the old and new rates, as follows: 

That where the rate of tax imposed by this act, payable by stamps, is an increase 
over previously existing rates, stamps on hand in the collectors' offices and in the 
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Bureau of Internal Revenue may continue to be used until the supply on hand is 
exhausted, but shall be sold and accounted for at the rates provided by this act, and 
assessment shall be made against manufacturers and other taxpayers having such 
stamps on hand on the day this act takes effect for the difference between the amount 
paid for such stamps and the tax due at the rates provided by this act. 

Graduated taxes on cigars weighing more than 3 pounds per 
thousand, the amount of tax to be paid being graded, according to 
the retail price of a single cigar, are imposed by this act. On all 
manufactured tobacco, snuflf, cigars, or cigarettes removed from 
factory or customhouse from October 4, 1917, to November 1, 1917, 
inclusive, there shall be levied and collected an additional tax equal 
to one-half the tax imposed by this act, the full additional taxes 
taking eflfect on and after November 2, 1917. 

RATES OF TAX ON CIGARS, CIGARETTES, TOBACCO, AND SNUFF. 

Taxes are imposed on cigars and cigarettes, tobacco, and snuflE 
removed from factory or customhouse for consumption or use on and 
after October 4, 1917, and November 2, 1917, according to their 
several classifications, as follows: 



Class. 



Rates of tax 
offectivo— 


Oct. 4. 


Not. a. 


$3.00 


$3.00 


3.60 


4.00 


4.60 


&00 


6.60 


8.00 


6.50 
.87 J 
1.65 
4.20 
.10 J 


10.00 
1.00 
2.06 
4.80 
.13 



A. Cigars weighing more than 3 poands per 1,000 if manufactured or imported to retail at 

less than 4 oents each per thousand. . 

B. Cigars weighing more than 3 pounds per 1,000 if manufactured or imported to retail at 

4 cents or more and not more than 7 cents eadb per thousand. . 

0. Cigars weighing more than 3 pounds per 1,000 if manufactured or imported to retail at 
more than 7 cents each and not more than 15 cents each per thousand. . 

D. Cigars weighing more than 3 pounds per 1.000 if manufactured or imported to retail at 

more than 15 cents each and not more than 20 cents each per thousand. . 

E. Cigars weighing more than 3 pounds per 1,000 if manufactured or imported to retail at 

more than 20 cents each per thousand.^ 

Cigars weighing not more than 3 pounds per 1,000 do 

Cigarettes weighing not more than 3 pounds per 1,000 do.... 

cigarettes welshing more than 3 pounds per 1,000 do 

Tobacco and snun. per pound.. 



New series of internal revenue stamps are being prepared, and will 
be issued for the payment of above taxes. 

DETERMINATION OF RATE OF TAX TO BE PAID ON, AND IN RESPECT TO 
LABEL TO BE AFFIXED TO, PACKAGES OF CIGARS WEIGHING MORE 
THAN 3 POUNDS PER THOUSAND. 

In section 400 the rate of tax to be paid on cigars weighing more 
than 3 pounds per thousand is based upon the retail price of 
each cigar, and it is provided in said section that the word ''retail" 
as used in this section shall mean the ordinary retail price of a single 
cigar. The ordinary retail price of a single cigar is held to be the 
price at which cigars are or would be sold singly. Where cigars are 
manufactured or imported to retail at two or three for a certain 
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price the rate of tax payment is determined upon the retail price at 
which such cigars would be sold singly. In the case of cigars which 
are sold only by the box and never retailed in less quantities — ^i. e., 
where the box is the unit of sale — the rate of tax to be paid thereon 
is to be determined by the maximum value of a single cigar ob- 
tained by dividing the box price by the number of cigars packed 
therein where the same brand of cigars is put up in diflFerent size 
packages. In the case of imported cigars, the importer will be re- 
quired to file an affidavit with the collector of customs setting forth 
the necessary information with reference to the retail price of the 
cigars when sold singly, and the importer wiU be held responsible 
for the proper tax parent of such cigars. 

Under the provisions of section 400 every manufacturer or im- 
porter will be required to affix to each box or container of cigars 
weighing more than 3 pounds per thousand a conspicuous label 
indicating by letter the clause of said section imder which the cigars 
therein contained have been tax paid, which must correspond with 
the tax-paid stamp on said box or container. Such label shall be 
not less than 1 inch long nor less than three-fourths of an inch wide, 
and shall be affixed id the front of the box or container and shall 
bear the following legend: ''The contents of this box have been tax 
paid as cigars of Class — , as indicated by the^ internal-revenue 
stamp affixed.'' 

In each such label the class shall be indicated by letter A, B, C, 
D, or E, corresponding with the appropriate class as provided for 
above under the head of ''Rates of tax."^ This provision shall be- 
come eflFective on and after November 2, 1917. 

INVENTORIES OP STAMPS BY MANUFAOTUREBS. 

All attache4 and imattached stamps for the payment of tax on 
tobacco, snuff, cigars, and cigarettes held by manufacturers in their 
factories on October 4, 1917, and November 2, 1917, before the com- 
mencement of business on said days are required to be inventoried 
and returns filed by the manufacturers for assessment of the addi- 
tional tax due thereon, as provided in section 1006 of the act. Tem- 
porary inventory forms for the guidance of manufacturers in inven- 
torying their stamps on the morning of October 4, 1917, were for- 
warded collectors with T. Mims. 1609 and 1610, dated September 
10 and 11, 1917, with directions that upon receipt of telegraphic ad- 
vice from the department as to rates, etc., on passage of the act 
they were to be completed and mailed by them to manufacturers. 
AU stamps in transit from the collector or stamp deputy on the date 
inventory is required to be taken which were purchased at the old 
rates are required to be included in the inventory. Formal returns 
and inventories for assessment of additional tax on accoimt of stamps 
on hand are to be made in duphcate imder oath on Form 416A by 
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manufacturers of tobacco and snuff and Form 416B by manufac- 
turers of cigars and cigarettes and filed with the collector in the case 
of inventories of October 4, 1917, on or before November 2, 1917, 
and in the case of inventories of November 2, 1917, on or before 
December 1, 1917. These forms are in the hands of the PubUc 
Printer and will be forwarded to collectors for distribution at the 
earUest practicable date. Separate forms for the inventory of No- 
vember 2, 1917, are provided. 

Every manufacturer will be required to render a return and in- 
ventory on the forms mentioned, notwithstanding the manufacturer 
may have no stamps on hand on the dates mentioned. As to these 
additional taxes, payment must be made at the time of filing return, 
and can not be extended beyond dates given above. No bond for 
extending such payment will be accepted, as in the case of additional 
taxes imposed on stocks in the hands of dealers in tobacco; the law 
making no provision to that effect. 

ENTRIES IN manufacturers' BOOKS AND MONTHLY RETURNS. 

Each collector was furnished with the mimeographs above referred 
to; copies of instructions to manufacturers of tobacco and snuff and 
to manufacturers of cigars and cigarettes in regard to the entries to 
be made in their books and monthly returns when the new rates of 
tax become effective. Said instructions which were to be forwarded 
to the maniifacturers in their respective districts, and which are 
similarly appUcable and which should be observed by manufacturers 
again on November 2, 1917, when the full increased taxes become 
effective, follow: 
To manufacturers of tobacco and snuff: 

(1) In your revenue book under the head of ^'Removed tax paid" 
and ^' Stamp account" at the close of the last day under the old rate 
of tax, rule lines and immediately below, enter in red ink the totals 
of the several columns. 

(2) In stamp account under the head of ^' Value of stamps pur- 
chased," and immediately beneath the total fiHed in under instruc- 
tions in the preceding paragraph, enter the amoimt of additional tax 
shown to be due on accoimt of stamps on hand on date specified, to 
agree with temporary inventory on accompanying mimeograph form 
which is required to be transcribed on printed blank Form 416A as 
soon as received by you. 

(3) The stamps inventoried as on hand shall, when used, be re- 
ported in column headed ** Stamps used" in stamp account, not as 
of the value of same when purchased, but as of the value of same at 
the new rate, hereinabove given. 

(4) At the close of the month, imder the head of *' Removed tax 
paid" and ''Value of stamps purchased" and ''Value of stamps 
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used" in stamp account, enter separately the quantities of tobacco 
removed tax paid; stamps purchased and stamps used, under the 
different rates of tax. Also fill In under the head of *' Stamps pur- 
chased" in stamp account the amoimt of ^'additional tax paid/' so 
describing such entry. 

The following illustration is given as a guide to the manner in 
which such entries should be made in your revenue book 74: 







Removed tax paid 
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Plug. 
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> Additional tox. 

(5) In your monthly return, under the head of " Removed tax paid" 
and "Stamp accoimt," the totals for the month should be filled in 
to agree with the entries made in your revenue book under instruc- 
tions in the preceding paragraph. 

To manufdcturers of cigars and cigarettes: 

(1) In your revenue book, under the heads of " Removed tax paid," 
''Stamps purchased" and "Stamps used," at Ihe close of the last day 
imder the old rates of tax rule Mnes and enter immediately below, 
in red ink, the totals of the several columns. 

(2) .Under "Stamps purchased" in colmnn subheaded "Value," 
and immediately beneath the total of said column therein entered 
as required in the preceding para^aph, enter the amounts of addi- 
tional taxes shown to be due according to accompanying mimeo- 
graphed temporary inventory for (and also according to printed 
blanks, Form 416B, on which same is to be transcribed as soon as 
received by you), on account of stamps on hand on the date specified. 

(3) The stamps inventoried as on hand shall, when used, be 
reported in columns under the head of "Stamps used," not as of the 
value of same when purchased, but as of the value of same at the 
new rates hereinabove given. 
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(4) At the close of the month, under the heads of "Removed tax 
paid, " *' Stamps purchased" and '^Stamps used," enter separately 
the number of cigars (and cigarettes) removed tax paid, stamps pur- 
chased and stamps used under the different rates of tax. Also fill 
ill in colunms subheaded "Value" under "Stamps purchased" in 
stamp account, the amounts of additional tax paid, so describing 
each such entry. 

The following illustration is given as a guide to the manner in which 
such entries should be made in your revenue book 73 : 
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1 Additional tax paid. 

(5) In your monthly return, under the heads of "Removed tax 
paid," "Stamps purchased," and "Stamps used," in stamp account, 
the totals for the month should be filled in to agree with the entries 
made in your revenue book imder instructions in the preceding 
paragraph. 

(6) Manufacturers of cigars weighing over 3 poimds per thousand, 
taxpaying same under two or more of Classes A, B, C, D, or E, at 
different tax rates, will, until new form of revenue book can be 
prescribed and printed, be required to indicate the class of cigars 
tax paid in heading of successive pages of their revenue book, the 
lowest tax class being entered on the same page as their material 
manufacture, removal for export and for personal consumption and 
experimental purposes is reported, the succeeding pages for the 
higher tax classes of cigars containing only entries under the heads 
of "Removed tax paid," "Stamps purchased," and "Stamps used." 
In regard to the monthly returns of such manufacturers it will bo 
necessary, imtil new blanks can be printed and furnished, for the 
data contamed on the successive pages of the revenue book to be 
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entered on as many different sheets of Form 72, each mdicating 
the class xmder which tax paid. The cigar accoimt only needs be 
recapitulated, showing the removals at each different tax rate on the 
first sheet; that is, the sheet showing the cigars removed at the 
lowest tax rate. 

(7) Unattached stamps of the value of $3 per thousand for cigars 
weighing more than 3 pounds per thousand which you may have on 
hand at the time the new rates of tax take effect and for which you 
have no further use on account of manufacturing only cigars of Classes 
B, C, D, or E, may be returned for redemption, provided said stamps 
have been purchased within a period of two years from date of mak- 
ing claim. 

NEW SIZES OF PACKAGES FOB CIGARETTES, SMALL CIGARS, TOBACCO, 

AND SNUFF. 

Section 400 provides that cigarettes and small cigars shall be put 
up in packages or parcels containing five, eight, ten, twelve, fifteen, 
sixteen, twenty, twenty-four, forty, fifty, eighty, or one himdred 
cigarettes each. (The numbers in italics indicate the new sizes of 
packages.) It is further provided that to each package or parcel 
there shall be affixed a suitable stamp denoting the tax thereon 
which shall be canceled prior to removal for sale or consumption 
xmder such regulations as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, shall prescribe. 
Such stamps shall be affixed in such manner as to seal the package 
and shall be canceled by the manufacturer writing or imprinting 
on each stamp his factory number, the number of the district and 
State, and the date of cancellation to include the month and year. 
In the case of importer of small cigars or cigarettes the stamp shall 
be canceled by the owner or importer thereof by writing or imprint- 
ing upon the same his name and the date of cancellation to include 
the month and year. 

Stamps for the new sizes of packages for manufactured tobacco 
and snuff provided for in section 401, of one-eighth, three-eighths, 
five-eighths, seven-eighths, one and one-eighth, one and three- 
eighths, one and five-eighths, one and seven-eighths, and five ounces, 
shall be affixed and canceled in the same maimer as are other strip 
stamps for tobacco and snuff under the provisions of existing regu- 
lations No. 8, revised July 1, 1910, page 41. 
Respectfully, 

Daniel C. Roper, 
Commissioner of Internal Revenue. 

Approved: 

L. S. RowE, 

Acting Secretary of the Treasury. 
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(T. D. 2570.) 

Decisions under vxir-revenue ad. 

Bynopsis of dedaions on questions relating to the war-revenue act of October 3, 1917. 

Treasury Department, 
Oppiob of Commissioner of Internal Revenue, 

WasMngtony 2?. C, November 6, 1917. 
To collectors of internal revenue and others concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to the war-revenue act of October 3, 
1917, is published for the information of reventie officers and others 
concerned. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



admissions and dues. 

Sections 700 and 701. — (1) Any organization which maintains 
iieadquarters for the purpose of affording its members the opportunity 
of informally congregating for social intercourse is a social club within 
the meaning of the law. 

(2) Collection of tax on admissions. — (a) The tax on admissions is 
to be collected from the original vendor of the tickets on amoxmt 
charged original vendee; (6) one who rents or leases a theater out- 
right for one or more performances must make return and pay tax, 
but the proprietor of the theater is required to show in his returns 
the dates when and the parties to whom he rents or leases his place. 

(3) Subscription tickets. — ^The tax is computed in the case of sub- 
scription tickets upon the amoimt actually paid therefor. 

(4) Opera boxes. — In the case of an opera box under lease to a 
club, the tax shall be computed upon the basis of the price paid for 
the use of similar boxes by parties who pay for each performance 
severally. If there are no other boxes of similar size, the tax shall 
be computed by dividing the tax payable upon a smaller box by the 
number of seats in the smaller box and multiplying the tax per seat 
by the number of seats in the larger box. If there are no other boxes 
occupying a similar position, the tax should be based upon the phce 
of single seats in the same part of the house. 

(5) Maximum charge. — ^The exemption in cases where the maxi- 
mum charge for admission is 5 cents does not apply to theaters where 
the amount charged for admission to any section or part thereof 
exceeds 5 cents. 

(6) College athletic associations. — Admissions charged to university 
and collie athletic contests are subject to tax. 

7e551*— VOL 19—17 21 
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(7) Club dues, — Amounts paid prior to November 1, 1917, as club 
dues or admissions are not taxable under act of October S, 1917, 
regardless of the period or periods covered thereby. 

OIGABBTTE TUBES. 

Section 404- — Closed-end tubes used in the preparation of catarrh 
and asthma remedies are not taxable as ''cigarette tubes." 

DISTILLED spmrrs. 

Distilled spirits produced in the Virgin Islands and held foF salia 
in the United States on October 3, 1917, are subject to the additional 
taxes imposed by the act of October 3, 1917, as in the case of domestic 
spirits. 

ESTATE TAX. 

Discount allowed on original payment of tax not allowed on pay- 
ment of additional assessment. 

EXCISE TAXES. 

Sections 600, 602, and 60S.— {I) The words "on the day this act is 
passed" used in section 602, are construed, in connection with section 
1302, to mean the day the law becomes rffective, that is, October 4, 
1917. 

(2) The word "wholesaler" as used in section 602 does not include 
a retails who occasionally sells goods to other retailers at less than 
retail prices, unless it appears that an effort was made to solicit such 
business for profit. 

(3) The "user" of a boat, as such term is used in section 603, 
means any person who purchases a vessel for his own use, as dis- 
tinguished from one who buys as a dealer. 

^(4) The word "sold" as used in section 600 is construed to mean 
that a contract of sale has been entered into between vendor and 
vendee under the terms of which the article which is the subject of the 
contract becomes the property of the vendee. 

(5) An itinerant manufacturer who moves from place to place 
and manufactures and vends an article subject to tax imder the 
excise-tax law should make return and pay tax to the collector 
of the district where the sales are made. 

(6) AutamohUes and motorcycles, — (a) Automobiles and motorcycles 
sold by the manufacturer to the United States Government on con- 
tract, at contract pric^, are taxable under the excise-tax law; 
(5) a chassis is held to be an automobile and taxable as such; (c) an 
automobile body is not taxable as an automobile when sold alone; 
when sold in combination with a chassis, the tax rests upon the 
completed article; (d) a usable or substantially complete automobile 
produced by assembUng certain parts of trucks and cars, either 
new or secondhand, is subject to tax; (e) so-called used or second- 
band automobiles are not subject to tax under section 600 when 
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sold by the manufacturer, producer, or importer, nor to tax imposed 
by section 602 if held and intended for sale by a wholesaler on the 
morning of October 4, 1917; (/") the so-called side car to be attached 
to a motorcycle is not taxable unless sold in combination with a 
motorcycle, in which case the tax attaches to the completed article. 
(7) Dictaphones. — ^Machines conamercially and commonly known as 
''dictaphones'' or ''dictagraphs'' and used for dictation purposes are 
not taxable as phonographs under the provisions of section 600. 

INCOME TAX. 

(1) hiterest on bonds received by legatee. — ^A legatee is required to 
retimi as income the full amoimt of interest received by him on a 
bond, notwithstanding the fact that a part of the first coupon, 
payable after he had received it, had been added to the bond and 
included in the gross estate of the decedent, thereby becoming subject 
to the estate-tax law. 

(2) Payments received under accident compensation laws to be returned 
as income. — Payments made to an injured employee by a corporation 
under the accident compensation laws of the several States constitute 
taxable income of the employee. 

(3) Undistributed net income — Section 1206. — (a) The earnings of a 
corporation used to purchase preferred stock for cancellation are 
retained for employment in the reasonable requirements of the 
business, and are therefore not taxable; (&) Liberty loan bonds of 
the second series bearing interest at the rate of 4 per cent per annum, 
issued in exchange for the 3^ per cent Liberty loan bonds, are 
''obligations of the United States issued after September 1, 1917," 
and are not subject to tax; (c) current earnings invested in 3^ per 
cent Liberty loan bonds will not be subject to the tax upon un- 
distributed net income of corporations if thus employed in the 
business or retained for employment in the reasonable requirements 
of the business. 

BBVERAGES. 

Soft drinks. — (1) Section 313, paragraph (a), does not impose a tax 
upon sirups or extracts intended for use by the maker for further 
manufacturing purposes. 

(2) Is the use of flavoring extracts containing sonie alcohol in 
sirups which are to be used in the manufacture of soda water, etc., 
prohibited? 

There is no provision against using flavoring extracts which con- 
tfdn some alcohol to flavor sirups that are to be used in manufactur- 
ing soft drinks. 

(3) Are carbonated beverages which are mixed and sold at foun- 
tains subject to the tax imposed imder subdivision (b), section 313, 
of the act of October 3, 19171 
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(a) There is no exemption in favor of products mixed and sold at 
fountains; (6) the manufacturer of soft drinks who purchases his 
carbonic^acid gas must pay 5 cents per pound upon the amount of 
gas he buys (sec. 316) ; (c) the manufacturer of soft drinks who makes 
his own gas must pay 1 cent per gallon upon all soft drinks sold (sec. 
313 (b) ); (d) the manufacturer of sirups or extracts. must pay from 
5 cents to 20 cents per gallon upon all sales of sirups or extracts 
which are intended for use in the manufacture of soft drinks (sec. 
313 (a)). 

(4) Carbonic-acid gas used in drawing beer from a container is 
not taxable imder section 315. 

(5) Extracts to be used for household purposes are not taxable. 

(6) Where concentrates or extracts are sold to be further manu- 
factured into flavoring extracts or sirups^ the person completing the 
manufacture is subject to the tax. Where concentrates or extracts 
are sold to the bottler or the manufacturer of the soft drinks, the 
manufacturer of the concentrates or extracts is subject to the tax. 

TRANSPORTATION. 

Section BOO. — (1) The words "from and after the first day of 
November, nineteen hundred and seventeen," include November 1, 
1917. 

(2) The term "United States" as used in section 500 in the phrase 
"from one point in the United States to another" means the States, 
Territories of Alaska and Hawaii, and the District of Columbia. 

(3) The phrase "for less than 30 miles" means for less than 30 
constructive miles in instances where two or more carriers are com- 
peting for transportation services. 

(4) Commutationj season^ and party tickets. — (a) " Commutation or 
season tickets" include all tickets issued to and intended for the use 
of the purchaser for a certain number of trips between two given 
termini, whether limited or unUmited as to the time in which they 
are to be used; (jb) commutation or season tickets do not include 
party tickets. 

(5) Mileage looks. — (a) A mileage book purchased on or after 
November 1, 1917, is subject to tax upon the full purchase price at 
the time of purchase; (6) where a mileage book purchased prior to 
November 1, 1917, is used on or after that date, the person present- 
ing such book, whether the transportation fare to be used is more or 
less than 35 cents, must pay to the conductor or other agent the tax 
on such proportionate amount of the cost of the book as the imused 
mileage bears to the total mileage originally in the book. 

(6) Baggage. — (a) Amount paid for transportation of excess bag- 
gage is held to be part and parcel of the amount paid for transpor- 
tation of persons and is therefore subject to tax at a like rate; (6) 
no tax is imposed imder the act of October 3, 1917, on amoimt paid 
for the storage of baggage. 
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(7) Through transportation. — Where through transportation is paid 
in fuU, for example, from New York to Hongkong byway of Vancouver, 
British Columbia, the railway ticket from New York to Vancouver 
would be subject to tsx under section 500, and the steamship ticket 
from Vancouver to Hongkong would be subject to tax imposed by 
paragraph (10) of Schedule A, act of October 3, 1917. 

(8) SMpmenta in transit on Octoier 4, 1917, — Shipments in transit 
on October 4, 1917, charged to a jobber's (wholescier) account, but 
shipped direct to the retailer, are not subject to payment of the floor 
tax of li per cent imposed by section 602, if the instnmient of re- 
invoice had been issued and deposited in the mails prior to the 
morning of October 4. If that had been done the property was 
that of the retailer, and not subject to the tax. If it had not been 
done, it was the property of the jobber, and therefore subject to 
floor tax payable by tiie jobber. 

(9) Corpses. — (a) Where a corpse is transported under tariflfs re- 
quiring one first-class ticket therefor and one first-class ticket for an 
attendant, under the carrier's regulations, the tax is imposed as in 
the case of passenger transportation on both tickets; (I) where a 
corpse is transported by freight or express, the amount paid for such 
transportation would be subject to the tax imposed in the case of 
freight or express transportation. 



(T. D 2571.) 
Distilled spirits. 

Entries required to be made in record 52 covering all distilled spirits received and 
disposed of by a wholesale liquor dealer. 

Treasubt Department, 
Office of Commissioneb of Internal Revenue, 

Washington, D. a, Odoher «7, 1917. 
To collectors of internal revemiCy revemie agents, and others concerned: 

In view of present conditions brought about by recent legislation, 
this office considers it highly important that there be kept at aU 
times an exact record of all distilled spirits in the hands of wholesale 
liquor dealers and rectifiers and, further, where a party is qualified as 
both wholesale and retail hquor dealer at the same premises that the 
wholesale and retail departments be kept, as far as practicable, 
separate and apart. 

With a view to the attainment of such end, the conclusion has been 
reached ihat entries shoiild be made in record 52 covering all distilled 
spirits received and disposed of by a wholesale hquor dealer in his 
capacity as such, regardless of the nature or size of the containers. 
Accordingly, where a wholesale hquor dealer receives distilled spirits 
on his premises, even where such spirits are contained in bottles or 
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other unstamped retail packages, he should enter in record 52 A, as 
far as possible, the information required by section 3318, Revised 
Statutes, and when the spirits are disposed of by him corresponding 
entries should be made in record 52 B. 

In cases where a wholesale liquor dealer desires to empty into 
bottles or other retail packages distilled spirits received by him, entry 
should be made in record 52 B to the effect that the same were dis- 
posed of to himself for bottling. After the spirits have been so 
bottled or placed in other retail containers, however, further entry 
should be made in record 52 A covering the receipt thereof ''from 
bottling," and appropriate entries made in record 52 B when final 
disposition is made. 

This should not be imderstood to in any way affect the privilege 
accorded wholesale hquor dealers, who are also retail hquor dealers, 
to charge off on record 52 B as disposed of to their retail departments 
spirits intended to be sold in retail quantities as retail liquor dealers. 
Spirits shoiild not be so charged off to retail, however, imless they 
are to be actually disposed of at retail. Where, through error, a 
wholesale and retail Uquor dealer charges off on record 52 B to his 
retail department spirits which are desired to be sold in wholesale 
quantities, further entries must be made in record 52 A and record 
52 B, showing the receipt of such spirits ''from retail" and the final 
disposition thereof, respectively. 

In view of the inconveniences that would necessarily result from 
an immediate enforcement of the changes herein above set forth, the 
same wiQ not become effective imtil December 1, 1917. Noncom- 
phance therewith on and after such date should be reported as in 
violation of section 3318, Revised Statutes. 

Daniel C. Roper, 
Commissioner of Internal Reverme, 

Approved: 

James H. Motle, 

Acting Secretary of the Treasury. 



(T. D. 2572.) 



Drawback allowed under paragraph of section 4 of the tariff act of October 3, 1913. 
on domestic alcohol used in manufacture of medicinal and toUet articles to in- 
clude additional tax paid on such alcohol under the revenue act of October 3, 
1917. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUngion, D. G., October 2^, 1917. 

Messrs. . 

Gentlemen: Again referring to your letter of the 9tli instant, call- 
ing attention to your letter addressed to the Secretary of the Treas- 
ury under date of July 10 last, in reference to rate of drawback to be 
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allowed under existing laws on exported alcohol, you are informed 
that neither of your letters plainly indicates whether the alcohol in 
question is to be shipped in its natural condition or is to be used in 
the manufacture of ''flavoring extracts, medicinal or toilet prepara- 
tions for exportation," under the provisions of paragraph O of sec- 
tion 4 of the tariff act of October 3, 1913. 

If the alcohol in question is exported in its natural condition, draw- 
back thereon can be allowed only when the alcohol is exported in 
the distillers' original casks or packages, and in such cases the allow- 
ance of drawback is limited by section 3329, Bevised Statutes, to 90 
cents per proof gallon. 

If, however, the alcohol is used in the manufacture of the above- 
named preparations for export, this office sees no reason why the 
drawback thereon should not include both tax of $1.10 per proof 
gallon and the additional tax paid thereon under the provisions of the 
act of October 3, 1917. 

Respectfully, Daniel 0. Roper, 

Gommissioner of Internal Revenue. 

Approved: 

J. H. MOYLB, 

Acting Secretary of (he Treasury. 



(T. D. 2573.)* 

War excise tax on jewelry — Act of October S, 1917. 

Treasury Deparement, 
Office of Commissioner op Internal Revenue, 

Washington f D. C, November 1, 1917. 
To collectors of internal revenue j revenue agents ^ and offiers concerned: 

The following rulings relative to the taxation of jewelry have been 
made in this office: 

(1) All articles which have been specifically classified as jewelry 
by the Board of General Appraisers shall be taxed as jewelry imder 
the present act. 

(2) All ornaments worn for personal adornment are classified as 
jewelry. 

(3) All precious stones and pearls, both real and imitation, whether 
cut or uncut, which are set and ready to wear in condition sold, are 
classifiable as jewelry and subject to tax. Precious and imitation 
stones, cut but not set, and parts of jewelry, including mountings 
which require the addition of material or stones or other parts to be- 
come complete articles of jewehy, will be subject to tax when 
sold to the consumer. Pearls matched, drilled, and temporarily 
strung on silk thread, without clasps, will not be regarded as jewehy 

> BupersedeB T. D. 2653 of Oet. 26. 1917. 
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when 8old to dealers for further manufacture or completion, but will 
be regarded as jeweb^ when sold to a customer for personal use, 
whether with ot without a clasp. The same will apply to loose, 
drilled pearls. 

(4) Watches not used solely for utility purposes are considered as 
taxable within the meaning of section 600 of the war-revenue act. 
This will embrace watches worn for the purpose of adornment, such 
as all metal bracelets containing watches, or with watches attached 
thereto; all watches the outer cases of which are ornamented by 
the addition of precious or semiprecious stones or any ornamenta- 
tion other than engraving or engine turning. 

(5) As to the question of what is a retailer, it is held that a 
retailer who ia not also a wholesaler is one who sells only to personal 
customers and does not sohcit or seek to make sales to other dealers 
for resale. Any dealer who makes the sale of jewehy to other 
dealers for reside a substantial part of his business, or who soUcits 
such business, will be regarded as a wholesale dealer. 

(6) As to other specific articles, it is held that the following 
when made of precious metals or imitation of precious metals to be 
carried on the person shall be considered as jewelry: Dorean (powder) 
boxes, vanity boxes, stamp boxes, match boxes, cigarette' cases, 
cigar cases, eyeglass cases, eyeglass chains, eyeglass holders, lorgnettes, 
lorgnons, card cases, vinaigrettes, handkerchief holders, garters, sus- 
penders, emblem charms, emblem pins, emblem buttons, mesh bags, 
memorandum books, hp-salve cases, eyebrow pencils, cigar cutters, 
compasses, key chains, key rings, and like articles. 

AU rulings heretofore made inconsistent with the foregoing are 

hereby revoked. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved: 

W. G. MoAdoo, 

Secretary of (ke Treasury. 



(T. D. 2574.) 
Liberty loan bonds as security for taxes. 

Instructionfl regarding deposit of Liberty bonds or other collateral tm security for 
payment of floor taxes imposed by the act of October 3, 1917. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. G., October SI, 1917. 
To collectors of internal revenue: 

Section 1002 of the act of Congress approved October 3, 1917, pro- 
vides: 



Digitized by VjOOQIC 



329 

Payment of the tax shown to be due may be extended to a date not exceeding eeven 
mon^ from the passage of this act, upon the filing of a bond for payment in such form 
and amount and with such sureties as the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may prescribe. 

Collectors are authorized by T. D. 2537 to accept, in lieu of siurety 
bonds as security for the payment of floor taxes, liberty bonds of the 
United States equivalent to the actual amount of the taxes due, and 
by T. D. 2557 to accept in certain cases a bond with personal surety 
supported by other satisfactory security. 

In every case in which Liberty bonds or other collateral are de- 
posited with the collector as security, the principal must execute a 
bond, the form of which shall be substantially as follows: 

BOND. 

(For additional taxes imposed by act of Congress approved Oct. 3, 1917, on certain 
articles held by dealers and jobbers.) 

Know all men by these presents, that I, , of , am held and 

firmly bound unto the United States of America in the sum of dollars ($ ), 

lawful money of the United States, for the payment whereof 1 bind mysell, my heira, 
executors, administrators, and assigns, firmly by these presents. 

Witness my hand and seal this day of , A. D. 191-. 

Whereas the above bounden is indebted to the United States in the sum of 

dollars (| ), being the ascertained amount of internal-revenue taxes due 

and payable under the act of Congress approved October 3, 1917, on certain articles 
owned and held by the said principal on the 4th day of October, 1917, and more 
particidarly described in a retlim and inventory made by the said principal to the 

said collector of internal revenue for the collection district of on or about 

the day of , A. D. 1917. 

And whereas the said bounden — , in order to the more fully to secure the 

United States in the payment of the aforementioned internal-revenue taxes hereby 
pledges as security therefor United States Government Liberty bonds in the sum 

of dollars ($— — ), which said bonds are represented by serial numbers , 

which bonds have this day been deposited with the collector of internal revenue for 
the collection district of and his receipt taken therefor. 

Now, therefore, the condition of the foregoing obligation is such that if the said 
principal shall well and truly pay or cause to be paid to the collector of internal revenue 
for the collection district of the tax on said articles as shown by said in- 
ventory" and return aforementioned within seven months from the date of said act, 
and shall likewise pay or cause to be paid to the said collector of internal revenue 
any additional tax, interest, and penalties on said articles or any like articles so held 
by*the said principal, then this obligation to be void; otherwise this bond is to be 
lorfeited and the said collateral security may be sold at public or private sale, with 
or without notice of such sale and without notice of any character to the principal, 
and the proceeds applied to the payment of the said internal -revenue taxes, interest, 
and penalties above mentioned, and the expenses of such sale, if any, and the residue, 
il any, paid to the said principal. 

• . [seal.] 

Signed, sealed, and delivered in the presence of — 



Examined and approved this day of ^ A. D. 1917. 



Collector of Internal Revenue, District of , 
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If the collateral depotsited is other than Liberty bonds neoessary 
substitutions in the blank form should be made. 

Where collateral is deposited as security the collector should give 
to the depositor a receipt in substantially the following form: 

Received on , ol , on , A. D. 191-, as security for the 

payment on or before May 3, 1918, of additional taxes imposed by the act of Oongreas 
approved October 3, 1917, upon articles or commodities previously tax paid, shown 
to be due by an inventory and return filed in the office of the collector of internal 

revenue for the • collection district of on or about A. D. 1917, the 

following articles: , which articles are to be returned to the above men- 
tioned upon the satisfaction of a bond executed to the United States 

, A. D. 1917, and partiy secured by said articles. 



Collector. 

The taxing act does not state the time in which a bond as se- 
curity for the payment of floor taxes shall be filed. In ordinary 
course the taxes will be duly assessed against the taxpayer and no- 
tice and demand for payment mailed by the collector to the tax- 
payer. No penalties accrue until 10 days after the date of the notice 
and demand for payment, and if a bond satisfactory to the collector 
is filed before the expiration of the 10 days the same should be ac- 
cepted as security. If a bond is not filed until after 10 days from the 
date of the notice and demand for payment, a 5 per cent penalty will 
have accrued. A bond may be accepted after that date provided 
it is suflEicient in amount to cover the tax and accrued penalties. 
Collectors should, however, use vigilance in the collection of the 
taxes and issue a distraint warrant wherever necessary. 

If taxes secured by the filing of a bond are not paid within the time 
limited in the bond, the collector should endeavor to collect the 
same by distraint. The security pledged should not be sold except 
upon instructions from this office. 

The penal sum of a surety or other bond must be not less than the 
amoxmt of the tax due. If the tax due as shown by the return is less 
than $1,000 the penal sum of the bond may be less than that amount. 

Liberty bonds or other collateral deposited as security and in the 
possession of the collector of internal revenue should be surrendered 
to the taxpayer as soon as the tax and interest have been paid. If 
the tax is paid in installments a proportionate amoxmt of the col- 
lateral deposited may be surrendered in the discretion of the col- 
lector. 

Regulations in conflict herewith are hereby revoked. 

Daniel C. Roper, 
• Commissianer of Internal Beverme. 

Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D. 2575.) 
Denatured alcohol. 

Alcohol brought to the United States Jbrom Porto Rico may be removed free of tax for 

denaturation. 

Teeasurt Depaetment, 
Office of Ck>MMissiONEB op Intebnal Revenue, 

Washington, D. C, November 6, 1917. 
To collectors of internal revenue and ethers concerned: 

(1) Where alcohol of not less than 180^ proof is brought to the 
United States from Porto Rico for denaturation, the same on arrival 
may be transferred to any central denaturing bonded warehouse 
free of tax upon the filing with the collector of internal revenue of 
the district in which such warehouse is located a bond in the form 
following. 

(2) The bond in such cases will be given in duplicate by the 
proprietor of the warehouse, with sureties satisfactory to the col- 
lector, and in a penal sum of not less than triple the amount of tax 
on any and all alcohol so transferred and remaining an outstanding 
charge, and in no case less than $5,000. One copy of the bond will 
be retained by the collector and one copy with his approval indorsed 
thereon will be forwarded to the Commissioner of Internal Revenue. 

BOND. 

Denaturation of Porto Rieo alooJiol — Free of tax. 

Know all men by these presents, that we , of , as principal, 

and , of , as sureties, are held and firmly bound unto the 

United States in the full and just sum of thousand dollars, for the payment 

whereof we bind ourselves, our heirs, executors, administrators, successoTB, and 
assigns, firmly by these presents: 

Witness our hands and seals this day of , 191-. 

Whereas the above bounds principal intends to transfer to his (or their) central 
denaturing warehouse located at , in the collection district of , cer- 
tain alcohol produced in the Island of Porto Rico and heretofore or which may be 
hereafter brought into the collection district of for denaturation free of tax. 

Now, tiierefore, the condition of this obligation is such that if the said principal 
shall fully and fadthfully comply with all the requirements of law and reguktioiDs 
respecting the transportation, storage, denaturation, and removal of such alcohol, 
and shall perform all other acts and render such reports as may be required by said 
regulations; shall pay on demand the tax of three dollars and twenty cents on each 
and every proof gallon of alcohol removed and not so transported, denatured, and 
accounted for within the time and in the manner required by said regulations; and 
if the said principal shall, in addition to such tax, likewise pay all penalties imposed 
or fines incurred by him for a violation of any of the provisions of law or regulations 
relating to said alcohol, then this obligation to be void; otherwise to remain in full 
force and virtue. 

Signed and sealed in the presence of— . • [seal.] 

, . [seal.] 

. . I SEAL.] 

. . [seal.] 
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(4) Upon the execution and approval of the foregoing bond the 
principal therein named may make application from time to time 
for the transfer of alcohol as provided in the bond. The application 
in each such case will be made on part 1; Form 573, revised, modified 
to suit the circumstances; and the accompanying certificate, order, 
etc., parts 2, 3, 4, and 5, will be prepared as in the case of transfer of 
alcohol from distillery premises. 

(5) All alcohol transferred to central denaturing warehouses under 
these regulations will, upon their arrival, be carefully inspected by 
the officers in charge and will be reported separately and in red inJe 
on the monthly statement (Form 575). 

Alcohol so received will be denatured and accounted for in the 
same manner as other alcohol received for like purpose. 

Daniel C. Roper, 
Approved: Gommisd(mer of IrUernal Revenue. 

W. G. MoAdoo, 

Secretary of the Treasury, 



(T. D. 2576.) 

Distilled spirits. 

InstnictionB relative to the sale and use of distilled spirits for other than beverage 
purposes under the food-control act of August 10, 1917, and the act of October 
3, 1917. 

Treasubt Department, 

Oppioe of Commissioner of Internal Revenue, 

Washingtouy D. (7., November 10, 1917. 
To collectors of internal revemie, revenue orients, and others concerned: 

T. D. 2559 is hereby modified as follows: 

Hereafter, pharmacists who hold permit and have given bond will 
be permitted to sell nonbeverage alcohol without a physician's pre- 
scription, to persons who do not hold permits and who have not given 
bonds, imder the provisions of T. D. 2559, in quantities not exceeding 
one pint, but not in advance of orders, provided they £jst medicate 
the same in accordance with any one of the formulas recited below: 

(1) Carbolic add 1 part, alcohol 99 parts. 

(2) Fonnaldehyde 1 part, alcohol 250 parts. 

(3) Bichloride of mercury 1 part, alcohol 2,000 parts. 

(4) Bichloride of mercury 0.8 gram, hydrochloric add 60 c. c, alcohol 640 c. c, 
water 300 c. c. 

(5) Bichloride of mercury 1} grains, hydrochloric add 2 drams, alcohol 4 ounces. 

(6) Formaldehyde 2 parts, glycerin 2 parts, alcohol 96 parts. 

(7) Carbolic add 1 dram, tannic acid 1 dram, alcohol 1 pint, water 1 pint. 

(8) Alum i ounce, formaldehyde 2 drams, camphor 1 ounce, alcohol and water, each 
Ipint. 

(9) Lysol 1 part, alcohol 99 parts. 
(10) Liquor Cresolis Comp. (U. S. P.), 10 c. c, alcohol 1,000 c. c. 
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The container of such alcohol will bear a "Poison" label. 

Any abuse of these privileges will, however, result in recall of the 
pharmacist's permit and its cancellation. 

Permits will not be issued to retail liquor dealers, except phar- 
macists and such other retail dealers as do not sell beverage spirits. 

-It will be understood that a pharmacist is in no sense a denaturer 
of alcohol, nor are the agents prescribed above regarded as satisfac- 
tory for the denaturation of alcohol in biilk quantities. Persons 
permitted to denature alcohol in btdk quantities are proprietors of 
distilleries having denaturing bonded warehouses on their distillery 
premises, proprietors of central denaturing bonded warehouses, and 
proprietors of industrial distilleries established under the act of 
October 3, 1913. All persons purchasing nonbeverage alcohol for 
use in manufacturing processes must obtain permit, give required 
bond, and otherwise comply with the regulations pertaining to the 
sale and use of such alcohol, regardless of the quantities purchased. 

In compliance with the regulations as to applications for permits, 
where the manufacturer desires to make United States Pharmaco- 
poeia or National Formulary products, the permit may be approved 
by the collector of internal revenue without submitting the matter 
to this office, and as to such products a statement of the names by 
classes, such as "tinctures," "extracts," etc., and that they conform 
to the standards above specified will be sufficient without any further 
description or statement of formula. 

In the case of alcoholic medicinal compounds which are not in 
conformity with the United States Pharmacopoeia or National For- 
mulary, the manufacturer will file with the collector, when requesting 
a permit for the use of nonbeverage alcohol, the following data in 
duplicate: The name of the preparation, by whom manufactured, 
for whom manufactured in cases where same is not placed on the 
market by the manufacturer, the advertising matter distributed with 
the preparation, and the percentage of alcohol by volume contained 
in the finished product. 

A sworn statement, in duplicate, must be furnished that the medic- 
inal compound contains no more alcohol than is necessary for the 
purposes of solution or preservation; that it contains in each fluid 
ounce a dose as a whole or in compatible combination of one or 
more agents of recognized therapeutic value; that it contains no 
agents either chemically or physiologically incompatible with the 
active medicinal agents upon which the medicinal claims are based, 
and that it is not a beverage and is not to be sold or used as a bever- 
age. The Commissioner of Internal Revenue reserves the right, 
when in doubt as to the nonbeverage character of the preparation, 
and the applicant accepts such reservation, to demand at any time 
the formula and process by which the article is manuf acturedi The 
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collector immediately alter issuing the permit -will forward one copy 
of the data above specified to this office for filing in the Division of 
Chemistry, retaining one copy for his files. 

Where the collector is in doubt as to whether or not the medicinal 
compound is a beverage, he will issue the permit and submit the 
entire matter to the Conunissioner of Internal Revenue with a com- 
mercial package or packages of not less than 16 ounces of the product 
for determination. 

Internal-revenue storekeeper-gangers and storekeeper-gangers as- 
signed as gangers will be guided by the act of August 10, 1917, and 
the regulations and rulings thereunder, and will not permit the use, 
in the production of beverage spirits, of any material held by T. D. 
2669 to be foods, fruits, food materials, or feed. 

The applicant for withdrawal or purchase; as the case may be, of 
nonbeverage spirits, will make out his application in triplicate as 
prescribed in the regulations named, filling in all of the necessary 
data within his knowledge. If he is unable to describe the spirits 
by serial number of package, wine gallons, proof, proof gallons, and 
taxable gallons, he may leave those spaces blank and may indicate 
on a separate sheet of paper the quantity of spirits he desires to 
withdraw or purchase. He will then send or deliver the application 
in triplicate to the vendor of the spirits, who will fill in the necessary 
data in the spaces provided, and note on all three copies that the 
goods have been delivered. One of the triplicates will be retained by 
the vendor, one will be returned by him to the purchaser immedi- 
ately, and the other will be forwarded by him to the collector of 
internal revenue for the district in which the permit was issued. 
Under this practice, the approval of the collector in advance of the 
withdrawal or piurchase of the spirits will not be required. Instead 
of making oath to the correctness of the statement on the form for 
application, the applicant will be required to sign the certificate in 
the prepared spaces, without making affidavit. 

The requirement in T. D. 2559 that the applicant for a permit must 
file a bond with corporate surety is hereby modified to the extent of 
permitting acceptance for this purpose by the collector of a bond 
with two personal siuraties who qualified on Form 33 and are approved 
by the collector of the district; abo a bond with personal sureties, 
without justification by the sureties on Form 33, may be accepted 
on condition that any Government bond or bonds in an amoimt equal 
to the penal sum of the bond offered shall be deposited with the 
collector as collateral and duly assigned to the Commissioner of 
Internal Revenue. 

Where the same person, firm, or corporation is operating a number 
of drug stores in the same city, the withdrawal or purchase for sale 
or use of alcohol for nonbeverage purposes at all of these stores may 
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be covered by a single bond, permit, and serial number. The bond in 
such case must be in sufficient amount to cover the operations at all 
of the different stores, and the name and location of each store where 
sales are to be made must be stated in the appropriate spaces in the 
bond. The original permit will be posted at the main store, and a 
copy of the same must be posted at each of the other stores with a 
notation in the margin thereof setting forth the fact that the original 
is posted at the main store, giving the street address where the same 
is located. 

Applications for withdrawal or purchase for use or sale for other 
than beverage purposes will be made by the person, firm, or corpora- 
tion to whom the permit is issued, the entire quantity of spirits 
involved being accounted for in the appropriate blank spaces, and so 
certified. 

Daniel C. Ropbb, 

Approved : Commissioner of Internal Rewnue. 

W. G. MoAdoo, 

Secretary of the Treasury, 



(T. D. 2577.) 



Synopsis of decisions on questions relating to the war-revenue act qf 

October S, 1917. 

Tbeasuby Depabthent, 
Office of Cohmissioneb of Internal Revenue, 

Washin^gton, D. 0., November IS, 1917. 
To collectors of internal revenue and others concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to the war-revenue act of October 3, 
1917, is published for the information of revenue officers and others 
concerned. 

Daniel C. Rofeb, 
Commissioner of Internal Revenue. 



ADMISSIONS AND DUES — SECTIONS 700 TO 702. 

. (1) CoUege athletics. — ^The tax imposed by section 700 appHes to 
amounts charged for admission to college athletics and other enter- 
tainments, unless all the proceeds thereof are actually turned over to 
the college itself, or to some other reUgious, educational, or charitable 
institution, society, or organization. 

(2) Dues, — No tax accrues on any dues paid prior to November 1, 
1917. The tax accrues on all dues paid on and after that date. 



Digitized by VjOOQIC 



336 

(8) Zoological Park. — ^No tax is payable upon amounts charged for 
admission to a zoological park maintained and operated solely for the 
benefit of the public. 

BEYBRAOES — SEOTIONS 300 TO 316. 

(hrbonic-^icid gas. — Carbonic-acid gas when shipped to a foreign 
country to be used in the manufacture of beverages is exempt from 
the provisions of the act. 

OIGABS, TOBACOO, AND MANtTFAOTimES THEREOF — SECTIONS 400 TO 404. 

ReUvil 'price of cigars not uniform. — Where the retail price of cigars 
is different in different parts of the country, the tax imposed by sub- 
divisions (6), (c), (d), and (e) of section 400 is to be based on the 
retail price at which the cigars are retailed in the section of the coun- 
try where the principal market for them is at the time of sale. 

EXCISE TAXES — SECTIONS 600 TO 603. 

(1) BotUers. — ^A person who receives drugs or other goods in bulk, 
and bottles, labels, and otherwise prepares same in a final salable 
and marketable form, is held to be the manufacturer within the 
meaning of section 600. 

2. Chassis. — ^Where a chassis is sold to a consumer or other person 
or concern who or which is not subject to the payment of the tax 
imposed by section 600, the tax attaches upon the sale ; where a chassis 
is sold to another manufacturer, producer, or importer in this country, 
who or which is subject to the tax upon the sale of the completed 
machine, the tax attaches upon the sale of the completed machine 
by such manufacturer, producer, or importer. 

3. Dealers. — Dealers in automobiles who sell both to users and 
subagents for resale are wholesalers within the meaning of section 602, 
and are hable to the floor tax imposed by said section. 

4. Proprietary medicines. — ^Preparations made in accordance with 
formulas contained in the United States Pharmacopc&a and National 
Formalary by pharmaceutical manufacturers and druggists having 
no special proprietary right to such formulas, and bearing printed 
labels giving directions as to use, when not held out or recommended 
by the manufacturers, vendors, or proprietors as proprietary prepara- 
tions or as remedies or specifics for any disease or affection, are not 
taxable under paragraph Qi) of section 500. 

6. Sale price. — The tax imposed by section 600 is squarely on the 
manufacturer, producer, or importer. K the price of the article 
sold is increased to cover the tax, the tax is on the increased price, 
not on the original price. 



Digitized by VjOOQIC 



337 

FAOILrriES FURNISHED BY PUBLIC UTILITIES— «BOTIONS 500 TO 503. 

1. Fr.eighU — (a) In all cases in which shippers have credit arrange- 
ments with carriers under which their goods are shipped prepaid 
but the freight charges are not actually paid until after November 1, 
1917, the tax is not imposed on amounts paid for such transportation 
begun prior to November 1, 1917. 

(&) If the consignees have credit arrangements with carriers 
under which they settle their freight bills on or before the 15th 
of the month, the tax is not imposed or charged on freight bills for the 
transportation of goods actually delivered prior to November 1, 1917. 

(c) No tax is imposed upon amounts paid for transportation of 
goods by freight in any instance in which the property was actually 
delivered to the consignees prior to November 1, 1917, and by reason 
of the loss of the bill of lading, dispute as to the amount of charges, 
or other delay whereby the payment was not made at the time of 
delivery. 

{d) No tax is imposed on the amount paid for transportation on a 
through bill of lading to or from Canada or Mexico or any foreign 
country. If, however, property is shipped by freight from a point 
in the United States to a seaport on one bill of lading and is then 
reconsigned for export, the tax is imposed on the amount paid foir 
the transportation to the seaport. 

{e) (roods which are imported into the United States and re- 
consigned at port of entry to a point in the United States are subject 
to the tax upon the amount paid for transportation from the port of 
entry to destination in the United States. If the property is con- 
signed from a foreign port to a point within the United States with- 
out being reconsigned at the port of entry, the tax is not to be 
imposed. 

(/) Tax on freight transportation became eflFective on November 1, 
1917, and applies to all oollect freight shipments delivered to con- 
signee after that date. 

ig) The exemption allowed in section 502 is held to apply only to 
payments for services which are made by the United States, a State, 
Territory, or the District of Columbia. The exemption does not 
apply to payments for services which are made by other persons. 

(2) Passenger — (a) Where price of ticket for transportation of pas- 
sengers includes charges for berth, stateroom, and meals which can 
not be segregated, a tax of only 8 per cent of the amount paid for the 
ticket is collectible. 

(6) A through ticket purchased in Hongkong for Habana, Cuba, 
routed trans-Pacific steamer to San Francisco, rail lines thence to 
New Orleans, and steamship line thence to Habana, the ticket con- 
taining an order "Good for exchange in San Francisco for a railroad 
76551"— VOL 19—17 22 
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ticket from San Francisco to New Orleans, and in New Orleans for 
a steamship ticket from New Orleans to Habana," is subject to the 
tax imposed by subdivision (c) of section 500 on the amoilnt paid 
for the transportation from San Francisco to New Orleans, and to 
the tax imposed by paragraph (10) of Schedule A, Title VIII, of the 
act of October 3, 1917, on amounts paid for transportation fi-om 
New Orleans to Habana, Cuba. 

(3) Transportation, — ^The definition of "transportation" in its 
relation to the business of common carriers contained in the inter- 
state commerce act of June 29, 1906 (34 Stat. 584), is held to apply 
to that term as used in section 500 of the act of October 3. 1917, and 
is as follows: 

• • • q^Q ^Qi^jQ tranBportation shall include cam and other vehicles and all 
InstTumentalitieB and facilities of shipment or carriage, irrespective of ownership or 
of any contract express or implied, for the use thereof and all services in connection 
with the recdpt, delivery, devation, and transfer in transit, ventilation, refrigem- 
tion or icing, storage and handling of property transported; * • *. 



(T. D. 2578.) 
Bonds required of distiUers. 

Additioiiftl bondfl reqidzed of distHiers if bonds aheady furnished do not adequately 
protect the interests of the Government. 

Tbkasuby Dbpabtment, 
Office of Cohhissioner of Internal Revenitb, 
Washington, D. 0., October SI, 1917. 
To cdUeclors of internal reven/ue: 

By reason of increased taxes imposed by the war-revenue act of 
October 3, 1917^ upon the manufacture and sale of distilled spirits 
and fermented Uquors, existing bonds furnished by distillers and 
others required to give bonds are in many cases inadequate. In 
all cases in which such existing bonds do not meet the requirementB 
of the statute or adequately protect the interests of the Gavemment, 
new bonds must be furnished. 

Section 3260 E. S., as amended by section 1 of the act of May 
28) 1880 (21 Stat.y 145), requires that ev^ry person intending to 
conunence or continue the business of a distills shall execute a bond, 
and that — 

Said bond shall be with at least tvro sureties, approved by the collector of the 
district, and for a penal sum not less than * * * the amount of tax on the spirits 
that can be distilled in his distiUery during a period of fifteen days. But in no case 
shall this bond exceed the sum of one hxmdred thousand ddllars. 

If the penal sum of the bond already furnished by a distiller is 
not suffident in amount to meet the requirements of existing law, 
which imposes a tax at the rate of $3.20 per gallon, a new bond must 
be furnished to meet these requirements. 
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By section 3336; Revised Statutes, as amended by the act of April 
20, 1886 (24 Stat., 15), every brewer, on filing notice of his intention 
to commence or continue business, is required to execute a bond to 
the United ^ates, to be approved by the collector of the district — 

* * * In a sum equal to three times the amount of the tax which, in the opinion 
of the collector, said brewer will be liable to pay during any one month, and condi- 
tioned that he shall pay or cause to be i>aid, as herein provided, the tax required by 
law on all beer, lager beer, ale, i>orter, and other fermented liquors made by or for 
him. 

New bonds must be furnished by brewers where necessary to com- 
ply with the requirements of this section. 

New bonds in a penal sum sufficient to cover liability to taxes due 
at the rate of S3.20 per gallon must be furnished in every case in 
which diistilled spirits are stored in a warehouse in charge of a general 
storekeeper-ganger. If the distilled spirits are stored in a warehouse 
at which a storekeeper-gauger is in attendance on each business day 
and the warehousing bond covering the taxes due on the distilled 
spirits was given prior to October 3, 1917, a new bond will not at 
this time be required, provided the distiller's bond on Form 30 is in 
full force and effect and is in an amount to comply with the provi- 
sions of section 3260, Revised Statutes. 

Under this decision new bonds will not be required in the case of 
"Distiller's warehousing bond" (Form 80), "Distiller's annual 
warehousing bond" (Form 359), and "Transportation and ware- 
housing bonds" (Forms 235 and 351), provided the spirits for which 
the bonds have been given were entered in the warehouse prior to 
October 3, 1917, and provided further it appears that the interests 
of the Grovemment are adequately protected by existing bonds. If 
under any existing bonds distilled spirits are entered into a ware- 
house subsequent to October 3, 1917, the bond must be in a sufficient 
penal sum to cover the tax at the rate of $3.20 per gallon. If spirits 
which were entered into a distillery warehouse or any other ware- 
house prior to October 3, 1917, have been or shall be subsequent to 
that date transported and warehoused in a general bonded ware- 
house, the bond covering such transportation and warehousing shall 
be in a penal stun sufficient to cover the tax at the present rate of 
$3.20 per gallon. A bond which, however, is for the warehousing 
of distilled spirits manufactured at the present time may be ih a 
sufficient penal sum to cover the tax at the rate of $2.20 per gallon, 
since spirits can not be manufactured at the present time for beverage 
purposes. 

If the penal sum of a "Manufactiu'er's bond for specially dena- 
tured alcohol" (Form 583 or Form 582 A) is in excess of the liability 
to tax at the rate of $3.20 per gallon, a new bond will not be required 
provided the recovery clause on the bond has been stricken out; if 
such clause has not been stricken out a new bond will be required. 
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Bonds for the transportation and warehousing of distilled spirits 
subsequent to October 3, 1917, and all new bonds executed subse- 
quent to said date must be written in a penal sum sufficient to cover 
the tax at the rate of tax per gallon imposed by the act of Congress 
approved October 3, 1917. 

If heretofore new warehousing bonds have been given to comply 
with the- requirements of the act of October 3, 1917, the same may 
be canceled if the bonds in force on October 3, 1917, are still in force 
and effect. 

Daniel C. Roper, 
Oammiasianer of IrUemal Revenue. 
Approved: 

W. G. MoAdco, 

Secretary oj {he Treasury, 



(T. D. 2579.) 

DisHUed spirits. 

Tax on distilled apirits contained in vennuth, cordials, and other compounds. 

Tbeasubt Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington f D, (7., November B, 1917, 
To collectors of internal revenue: 

All vermuths, cordials, and other compounds made exclusively 
with distilled spirits are subject to the so-called floor tax of $2.10 
additional on each proof gaUon or fraction of a gallon of the full 
alcoholic content thereof. Where, however, such compotmds are 
manufactured with mixtures of wine and spirits, the additional tax 
of S2.10 per proof gallon will be due only on the distilled spirits con- 
tained therein, and not on the spirits contained in the fermented 
wines used. 

All such compounds in which distilled spirits exclusively have not 
been used, but which contfdn spirits produced by fermentation, and 
those produced by distillation, will be considered as having 15 per 
cent alcohol by volume produced by natural fermentation, and the 
additional tax of $2.10 per proof gfJlon will, therefore, be due only 
on the alcohoUc content in excess of 15 per cent. 

All genuine imported vermuths may be considered, for the pur- 
pose of collecting this tax as having a wine base, unless there is 
reason for believing otherwise. It follows that such domestic ver- 
muths as are manufactured in the same manner as imported ver- 
muths will be inventoried accordingly. 

Daniel C. Hopes, 
Commissioner of Internal Revenue. 
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(T. D. 2680.) 

Tax on shipments or packages by express under the act of October S, 1917. 

Tbeasuby Depabtment, 
Office of Commissioneb of Internal Revenue, 

Washington, D. (7., November 7, 1917. 
To collectors of internal revenue, revenue agents, and others concerned: 

The question herein considered is as to whether or not under 
paragraph (b), sectimi 600, war-tax act of October 3, 1917, news- 
papers or similar articles shipped by express shall be accounted for 
for taxing purposes in separate packages or in bulk shipments. 

From the facts presented it appears that the method of trans- 
porting newspapers by express is to deliver to the express company 
in bulk, tied or fastened together, an 'entire shipment an4 to base 
and pay .the express charges thereon without regard to inclosed 
subdivisions to be thrown oflF or delivered at way stations, that is 
to say, if 600 pounds of newspapers should be shipped on a single 
car at one time, to be distributed at 10 different stations, the package 
would be received as one shipment and the total express charge 
would be for the aggregate amounts of the 10 subdivisions, and not 
upon the basis of the 10 deliveries. 

As this was a fact and a commercial condition at the time of the 
passage of the act. Congress is assumed, if the contrary does not 
otherwise appear in the law, to have enacted the taxing provision 
relative to express shipments in view of and to meet such existing 
commercial conditions and practice. 

Paragraph (b) above referred to reads as follows: 

A tax of 1 cent for each 20 cents, or fraction thereof, paid to any i)er8on, corporation, 
partnership or association, engaged in the business of transporting parcels or packages 
by express over regular routes, between fixed terminals, for the transportation of any 
package, parcel, or shipment by express/rom one poirU in the United 8UUes to another. 

It will be observed that the tax is laid upon the transportation 
of "any package, parcel, or shipment by express from one point 
in (he United States to anx)therJ^ 

These shipments, as indicated in the above example, would be 
from one point to 10 different points, and a literal interpretation 
of the law, taken in connection ^th the use of the words '' package, 
parcel, or shipment" might require the payment of this tax upon the 
parcel, or separate delivery basis. 

This seems to have been in the mind of Congress at the time 
of the enactment of the law, but the proviso immediately following 
was doubtless intended to cure the difficulties or delays that might 
arise out of the literal interpretation of the language used. That 
proviso reads as follows: 

Provided, That nothing herein contained shall be construed to require the carrier 
collecting such tax to list separately in any bill of lading, freight receipt, or similar 
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document the Amount of the tax herein levied, if the total amount ot the freight and 
tax be therein stated. 

It is manifest from the foregoing that it will not be necessary to 
specify in each express receipt the separate parcels marked with the 
name of point of delivery or to pay the tax upon that basis, if the 
total amount paid for transportation of the'Bntu'e shipment and the 
tax due and paid be stated in such receipt. 

Daniel C. Ropeb, 
Approved : OomnUasioner (ff Internal Bevenue. 

W. G. MoAdoo, 

Secretary of tke Treasury. 



(T. D. 2581.) 
Income tax. 



Extending time in which to file returns of income by nonresident alien individualfl 
and corporationfl and American citizens residing or traveling abroad. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Waslmigton, D, C, November lOj 1917. 
To coUedors ofirUemal revenue: 

The provisions of T. D. 2445 of February 12, 1917 (from time to 
time ampUfied and extended to include November 1, 1917), granting 
to nonresident alien individuals and corporations and American 
citizens residing abroad who, because of war conditions, have not 
been able to file their returns of income for 1916, are hereby amended 
so as to extend the time in which returns for 1916 and subsequent 
years may be fiOied, for such period as may be necessary to and 
including 90 days after the proclamation of the President of the 
United States announcing the close of the war with Germany. 

In all such cases there is required to be attached to the return an 
affidavit stating the cause or causes of delay in filing returns of 
income within time required by law, in order that, upon the showing 
made, the Commissioner of Internal Revenue may determine whether 
the failure to fiOie returns in time 'Vas due to a reasonable cause 
and not to willful neglect." When the showing justifies a conclusion 
that the failure to file returns in time is excusable, no penalty by 
way of addition to tax will be imposed. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 
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(T. D. 2682.) 

ZHstiUed spirits. 

R^ulations governing the conservation of animal feed contained in the residiie or 
slop after distillation of spirits from cereals under act of August 10, 1917. 

Tbeasuby Depabtment, 
Opfiob op the Commissioner op Internal Revenue, . 

WasUngianf D. C, November 17, 1917. 
To collectors of internal revemie and others concerned: 

Distillers produeing nonbeverage spirits under the act of August 
10, 1917, must conserve from the residue the animal feed. The 
slops may be so conserved by feeding at the distillery, sold as slops 
for feed, or dried and shipped. Distilleries now being operated 
without the necessary facilities for conserving the slops will be 
reqidred as soon as practicable to provide the equipment for drying, 
or to utilize the slops as animal feed. Distillers who do not within 
a reasonable time comply with these regulations will be prohibited 
from producing nonbeverage spirits from the materials enxmierated 
in T. D. 2559 of October 26, 1917. 

The question has arisen as to whether or not spoiled cereals may 
be used in the production of beverage spirits. 

It is held that spoiled cereals can not be used in the production 
of beverage spirits, but may be used in the production of nonbeverage 
spirits. 

Daniel C. Roper, 
Commissioner of IrUemal Revenue. 
Approved: 

W G. McAdoo, 

Secretary of Ae Treasury. 



Cr. D. 2583.) 
Inventories of tobacco, sfmff, cigars, etc., on January 1, 1918. 

Instructioiis relative to inventories by manufacturers of cigar and tobacco factories on 
January 1 next and verification of such inventories by collector of internal 
mreaue or their deputses. 

Tkbasubt Department, 

Oppiob op Commissioner of Intesnal Revenue, 

Washington, D. 0., Nxyoember 17, 1917. 
To collectors of internal revenue: 

Manufacturers of tobacco, snuff, cigars, and cigarettes are required 
to make inventories on January 1 next in accordance with the 
following provisions of law: 

Section SS68, Revised StatvUs. — Every person now or hereafter engaged in the 
manufacture of tobacco or snufi shall make and deliver to the collector of the district 
a true inventory, in such form as may be prescribed by the Commissioner of Internal 
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Revenue, and verified by his own oath, of the quantity of each-of the different kinds 
of tobacco, snuff flour, snuff, stems, scraps, clippings, waste, tin-foil, licorice, sugar, 
gum, and other materials held or owned by him on the 1st day of January of each 
year, * * * setting forth what portions of said goods and materials, and what 
idndfl were manufactured and produced by him, and what was purchased from 
others. .**.*. 

And whenever any such person refuses or willfully n^lects to deliver the inven- 
l^py « « •he shall be fined not less than five hundred dollars nor more than five 
thousand dollars and imprisoned not less than six months nor more than three years. 

Section 3S90y Revised Statutes. — Every jrarson now or hereafter engaged in the 
manufacture of cigars (or cigarettes) shall make and deliver to tho collector of the 
district a true inventory, in such form as may be prescribed by the Commissioner of 
bitemal Revenue, of the quantity of leaf tobacco, cigars, sterna, scraps, clippings, 
and waste, and of tiie number of cigar boxes and the capacity of each box, held or 
owned by him on the 1st day of January of each year * * * setting forth what 
portion and kinds of said goods were manufactured or produced by him and what 
were purchased from others, and shall verify said inventory by his oath indorsed 
thereon. * ** In case of refusal or willful neglect to deliver the inventory 
* ^ * he shall be fined not less than $500 nor more than $5,000 and imprisoned 
not less than six months nor more than three years. 

The sections of the statutes referred to further provide that ' 'the 
collector (or his deputy) shall make personal examination of the 
stock sufficient to satisfy himself as to the correctness of the in- 
ventory, and shall verify the fact of such examination by oath, to 
be indorsed on (or affixed to) the inventory." 

Actual and accurate inventories as required by law must be made 
by manufacturers of tobacco, snuff, cigars, and cigarettes on the 
date specified. Each manufacturer should observe carefully the fol- 
lowing instructions: 

(1) AU tobacco material in the factory should be segregated accord- 
ing to the classification provided in the prescribed inventory form. 

(2) Each class of tobacco should be weighed separately. The 
mventory must include unstemmed tobacco authorized by the Com- 
missioner of Internal Revenue to be stored off the bonded factory 
premises. 

(3) All stamped as well as unstamped manufactured plug, twist, 
finecut, and smoking tobacco, snuff, cigars, and cigarettes, of the 
several classes, must be separately weighed or counted, as the case 
may be. An accurate inventory of attached and unattached stamps 
mmt also be made^ 

(4) When the inventory, which must be made before the com- 
mencement of business on the date specified, is completed, correct 
totals should be entered immediately on the prescribed inventory 
form which each collector of internal revenue will furnish each manu- 
facturer for that purpose. 

(5) Tobacco dust, siftings, sweepings, and waste shall be inven- 
toried by cigar maiiufacturers under the head of "Waste" only, 
and by quasi manufacturers of tobacco under separate heads, each 
properly described. 

(6) The weight and marks of each imopened hogshead, case, or 
bale, or other package of tobacco, and all broken packages of tobacco 
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and loose tobacco within the factory and inventoried by the manu- 
facturer, should be listed and each item should be suflBiciently de- 
cribed to aid the deputy collector in verifying the inventory as 
required by law. Such list should be made on the back of the in- 
ventory form or on separate sheets of the same size attached thereto 
and should include all imstemmed leaf tobacco stored off the bonded 
factory premises. 

(7) An accurate record of the quantity of each class of tobacco 
used during the period from the date of inventory to the date of 
the visit of the deputy should be kept for the purpose of enablii^ 
him to arrive at the actual quantity of each class of tobacco which 
was on hand on the inventory date. 

The inventories referred to should be verified by deputy col- 
lectors at the earliest practicable date after January 1 next. There- 
fore, every available deputy should be assigned to this work and in- 
structed in regard to mapping out his routes to comply with these 
instructions. Each deputy should be directed to determine the cor- 
rectness of the inventory from the quantity of each different kind of 
tobacco sold and used between the dates of inventory and his visit 
and the amount on hand and purchased. The deputy should also 
require any necessary amendment to be made by the manufacturer 
before the inventory is sworn to by him before the deputy, and 
should see that the instructions in regulations No. 8, approved July 1, 
1910, page 60, headed "Deficiencies found by examining oflBcers," are 
observed. Any deficiencies found should be reported immediately. 

Collectors are hereby instructed to cause a copy of this decision, 
together with the prescribed inventory form, to be delivered to every 
manufacturer of tobacco, snuff, cigars, or cigarettes registered in 
their respective districts at the earliest practicable date after De- 
cember 15 of this year, so that they can comply with the law in 
regard to inventories on the 1st day of January next. Cigar manu- 
facturers should be supplied with revised Form 70 B, which will be 
forwarded to collectors without requisition. 

Daniel C. Ropbb, 
OommMsioTier of Internal Revenue. 



(T. D. 2584.) 



Synapeh of deciHone on queetione relating to ihe war^evemie act of 

October S, 1917. 

Tbeasubt Dbfabtment, 
Office of Cohhissioneb of Intebnal Revenue, 

Washington, D. (7., NoveTober *0, 1917. 
To coTlectors of internal revenue and others concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to the war-revenue act of October 3, 
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1917y is published for the information of reyenne c^B^cers and othos 
ooncemecL 

Danibl C. Ropes, 
Commissioner of Internal Revemie. 



ADMINI8TRATIVB PROVISIONS — SECTIONS 1000 TO 1010. 

Rehims. — The returns required by secticm 1002 must be filed on 
or before November 2, 1917. The time for the filing of a return can 
not be extended by the giving of a bond. 

ADMISSIONS AND DUES— SECTIONS 700 TO 702. 

Cfhib dues. — Wh»« a club chaises an initiation fee in ad^tion to 
annual duos, the taxability of the club is estimated upon the annual 
dues plus the initiation fee. 

Tickets sold to scalpers. — Tax is collectible upon the price for which 
theater tickets are sold to scalpers, provided there is no collusion 
between the theater and the scalpers. 

BEVERAGES — SECTIONS 300 TO 316. 

Fla/voring extracts. — ^Distilled spirits used in the manufacture of 
ordinary flavoring extracts are subject only to the additional tax of 
$1.10 per proof gallon imposed by section 303. 

CIGARS. TOBACCO AND MANUFACTURES THEREOF — SECTIONS 400 

TO 404, 

Post exchanges. — Stocks of cigM«, tobacco, and cigarettes held for 
sale at the close of business October 3, 1917, at post exchanges at 
Army camps are not subject to floor-stock taxes imposed by section 
403. 

EXCISE TAXES — SECTIONS 600 TO 4H». 

(1) AtitomoiiZM.— Automobiles sold to the United States for the 
use of the Army are subject to the tax imposed by section 600(a). 

(2) Cameras. — Process cameras sold by a manufacturer, producer, 
or importer are liable to the tax imposed by section 600(7). 

(3) Medidnal preparations. — (a) Where a manufacturer of medic- 
inal preparations sells for cash a quantity of goods to be delivered 
in monthly installments, his report for the month in which the sale 
is made should cover the full amount of the sale; (jb) where medic- 
inal articles are consigned to salesmen to sell, the return of the 
manufacturer should show the amount of the sales by the salesmen, 
including commission; (c) a spray to be applied to cows, horses, 
and other animals to keep off flies, vermin, etc., is not a medicinal 
preparation within the meaning of section 600 (^); id) if there is 
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no daJxKi or indication that a medicinal preparation is proprietary 
and no disease or infection is named for which it is claimed that the 
medicine is a remedy, the tax imposed by section 600(7^) does not 
attach; (e) if medicine is advertised under the name or initials of 
the manufacturer, or if any name in the possessive case is used on 
the label or on literature describing the medicinal preparationi 
the tax is imposed; (/) where medicinal preparations are sold under 
what appears to be or what is intended to be a trade-mark, the tax 
attaches. 

FAOILrriES FUBNISHED BY PUBLIC tJTILrriBS — SBOTIONS 500 TO 503. 

(1) Oircaa train. — ^A railroad transporting a circus train should 
apportion the charges for the service rendered between the freight 
and passenger service, and the tax imposed by subdivision (a) of 
section 500 should be collected in the case of the former, and the 
8 per cent tax imposed by subdivision (c) of said section should be 
collected in the case of the latter. 

(2) Freight — LigTderage. — (a) YSTiere the charge for transportation 
includes the charge for lighterage, which service is performed on or 
after November 1, 1917, the tax collected on or after that date should 
be based upon the entire chaise for transportation; (b) logging com- 
panies which do a carrier business are subject to the tax imposed by 
section 500 upon the transportation of commodities owned by them 
which are not necessary for their use in the conduct of their business 
as carriers or intended to be so used' or have been so used; (c) where 
a railroad company carries materials for a telegraph company free 
in consideration of messages sent free over the lines of the telegraph 
company, the tax attaches upon the amounts which the railroad 
company and the telegraph company would otherwise receive for 
services performed but for the comity of relations between them; 
(d) tax attaches upon the amount paid for transportation of goods 
from one pier to another in the same harbor. 

(3) Milk and cream, — ^All transportation of milk and cream by 
express companies is ^'by express" and the amoimt paid therefor is 
subject to the tax imposed by subdivision (f>) of section 500. If the 
transportation is by trolley Unes the classification employed by the 
trolley line as ''by freight" or ''by express" will govern and the tax 
will be imposed accordingly. 

FAOnjTIES FUBNISHED BY PUBLIC UTILITIBS — SBOTIONS 500 TO 508. 

(4) Passenger. — (a) An automobile carrier operating on a regular 
established line in competition with carriers by rail or water is liable 
to tax, provided the charge for fare is in exess of 35 cents; {i) the 
tax imposed by subdivision (e) of section 500 is applicable to scrip 
books at the time of their purchase; (c) where a ticket is sold in 
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Chicago to Havana via New York City, the rail ticket should be taxed 
under the provisions of subdivision (c) of section 500 and the steamer 
ticket under Schedule A, Title VIII, paragraph 10 of section 807. 

INCOME TAX. 

Penalty of BO per cent on delinquent returns. — ^A 50 per cent addi- 
tional tax attaches upon all delinquent returns for 1916 and sub- 
sequent years in the absence of a showing of a reasonable cause for 
deUnquency. If the cause assigned is carelessness, oversight, or other 
trivial cause, the 50 per cent penalty will be assessed. 

Withholding normal tax, — Where a resident alien received a divi- 
dend in 1916 from a foreign corporation which was earned by the 
corporation partly in 1915 and partly in 1916, the tax to be withheld 
is 2 per cent of the entire dividend. 

STAMP TAXES — ^SECTIOKS 800 TO 807. 

Interim certificates, — ^Issues of interim certificates pending stock 
issue of corporations organized or reorganized on and after October 4, 
1917, are subject to tax of 5 cents on each $100 face value or frac- 
tional part thereof. Subsequent exchange of such interim certificates 
for regular stock certificates to the same owner will not be subject 
to tax. 

Cr. D. 2585.) 

Amouni of income from TAberty honds exempt -from tax. 

The income from not to exceed $5,000 face value of Liberty bpndB, Treasury certifi- 
catee of indebtednees, and war-eavings certificates authorized by the act of Septem- 
ber 24, 1917, is exempt from all income and war excess profits taxes. 

TbZJASURY DEPAKTlfBNT, 

Office of Commissioner of Internal BEYBNURy 

Waahington, D. C, November 8, 1917. 
To edUeei&rs of intemai revemie: 

Attention is called to section 7 of the act of Congress approved 
S^teoaber 24, 1917, providing for the issue of 4 per cent Liberty 
bonds. Treasury certificates of indebtedness, and war-«aving cer- 
tificates, which reads as follows: 

That none of the bonds authorized by section one, nor of the certificates author- 
ised by section fire, or by section six, of this act, shall bear the circulation priyil^ge 
All such bonds and certificates shall be exempt, both as to principal and interest 
from all taxation now or hereafter imposed by the United States, any State, or any 
of the possessions of the United States, or by any local taxing authority, except (a) 
estate or inheritance taxes, and (6) graduated additional income taxes, commonly 
known as surtaxes, and exceas profits and war-profita taxes, now or hereafter imposed 
by the United States, upon the income or profits of indiyiduals, partnerships, 
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ciatioius, or corporations. The interest on an amount of such bonds and certificates 
the pnncipal of which does not exceed in the aggregate $5,000, owned by any indi- 
vidual, partnership, association, or corporation, shall be exempt from the taxes pro- 
vided for in subdivision (6) of this section. " 

You are hereby informed that holders (whether individuals, part- 
nerships, associations, or corporations) of Liberty bonds. Treasury 
certificates of indebtedness and war savings certificates authorized 
by the act of September 24, 1917, are entitled to exemption f rom aQ 
income and war excess profits taxes upon the interest received on 
a principal amoimt not to exceed $5,000 face value of such obliga- 
tions. If, for example, the holder owns $5,000 Treasury certifier ^ler 
of indebtedness, $7,000 4 per cent Liberty bonds, and $1,000 war- 
savings certificates, he will be entitled to exemption from graduated 
additional income taxes and war excess profits taxes upon only the 
interest received upon $5,000 of the aforesaid obligations. It is 
immaterial whether the 4 per cent Liberty bonds were issued to the 
holder in exchange for Liberty bonds of the first series or Treasury 
certificates of indebtedness, or whether issued upon a new subscrip- 
tion. The exemption is upon the income from $5,000 face value of 
the obtigations issued by autiiority of the aforesaid act of September 
24, 1917. 

Daniel C. Rofeb, 
Commissioner oj IrUemal Revennu. 

Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 



(T. D. 2586.) 
War tax on admissions. 

Where maximum admission to matinee performance is 5 cents, but at evening per- 
formance in excess of 5 cents, tax due only on evening performance. 

Treasury Department, 
•Office of Commissioner of Internal Revenue, 

WasUngtony D. C, November SS, 1917. 
To collectors of internal revenue and others concerned: 

The rule has been established that where the charge for admission 
to any part of a theater during a matinee performance does not 
exceed 5 cents and a charge exceeding 5 cents is made for the evening 
performance, tax will be due only on admissions to the evening per- 
formance. However, all admissions for the evening performance, 
including those not over 5 cents, will cause liability to tax to accrue. 
The same rule applies where the performance is continuous and 
the maximum charge up to a certain hour is not in excess of 5 cents 
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and the maximum charge after suc^ time does exceed 5 cents. In 
such case tax is due only on admissions paid after the time when liie 
increased charge takes effect, but is due on all admissions paid after 
such time, including admissions not exceeding 5 cents. 

Bona fide employees of the theater, municipal officers on official 
business, and children under 12 years of age are exempt from such 
tax when admitted free. All other persons admitted free are subject 
to tax the same as parties paying for admission . 

Daniel C. Roper, 
Commissioner of IrUemal Revenue. 

(T. D. 2587.) 

Wood dlcoJu>l. 

Ghanging the specificatioiui for the acetone content in the denaturir^ grade el wood 

alcohol. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ Z?. (7., November 21 ^ 1917. 
To collectors of internal revenue and ofhers concerned: 

At the request of the War Department it has been decided to 

reduce the acetone content in the denaturing grade of wood alcohol. 

Specifications for the acetone content are hereby changed to read: 

It must contain not more than 10 grams nor less than 3 grams per 100 c. c. of acetone 
and other substances estimated as acetone. 

This change effective at once. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



(T. D. 2588.) 

War-revenue act. 

Synopsis of rulings on questions relating to war tax on insurance, Title V, act of October 

3, 1917. 

Treasury Department, 
Office op Commissioner of Internal Revenue, 

Washin^fton, D. C, November 21y 1917. 
To collectors of internal revenue and others concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to taxes imposed on insurance under 
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Title V, act of October 3, 1917, is published for the faifonnatiou of 
revenue officers and others concerned. 

Daniel C. Ropeb, 
Commissioner oj IrUerrud Revenue. 



"A fraternal beneficiary society, order, or association, operating 
ut ider the lodge system or for the exclusive benefit of the members of 
a fraternity itself operating under the lodge system, and providing 
for the payment of life, sick, accident, or other benefits to the mem- 
oeis of such bociety, order, or association, or their dependents,'' is 
exempt from tax on insurance. 

Casualty insurance policies written on and after November 1, 1917, 
are taxable. 

Companies insuring or guaranteeing any loss that might be occa- 
sioned by reason of accepting mortgages that can not be foreclosed 
or in any manner recovered upon are subject to tax. under para- 
graph (c). 

Associations composed of employed or others who band themselves 
together for mutual protection in issuing life and casualty insurance 
are subject to tax under paragraph (c) unless exempted under para- 
graph (d). (See first paragraph.) 

If mutual fire or tornado insurance companies are exempt under 
the income-tax law, no tax is imposed by this act. Said income-tax 
law is, in part, as follows: 

Fanners' or other mutual, hail, cyclone, or fire insurance company * * * or 
organization of a purely local character, the income of which consists solely of assess- 
ments, dues, and fees collected from members for the sole purpose of meeting expenses. 

Brokers who place risks for clients with insurance companies are 
not subject to tax under section 504, as the tax is imposed upon the 
companies issuing the insurance. 

No tax on insurance is imposed on the insured. Tax is imposed 
by section 504 upon the person, firm, or corporation writing the 
insurance, the necessary returns for which will be rendered to the 
collector of the district in which the principal place of business is 
located. (See also last paragraph.) The tax is imposed on newly 
written policies and on premiums paid on "open" policies, but not 
on amounts paid on policies of reinsurance. Consequently, where an 
insurance company reinsures the risks of another company the trans- 
action is termed reinsurance, and would not be taxable. The tax is 
imposed on insurance without regard to sex or age of the insured. 

Reinsurance is regarded as that insurance taken out by a company 
which has overinsured and obtains another company to underwrite 
it for a part of the liability. 
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Tax «%ccrue8 on insurance policies issued within the United States 
irrespective of the residence of the insured. 

Tax under section 504 is imposed on the premium chained, each 
separate premium collected to be regarded as a separate item for the 
computation of the tax and not on the gross premiums collected for 
any one month. 

So far as tax is concerned, the issuance of a policy is considered to 
be the date when the policy is delivered to the insured or in any other 
manner becomes a valid claim and effective for insurance. 

Return for tax on insurance may be filed either direct from the 
home office or by the State superintendent, where such is appointed 
or employed. Single reports, prepared by home offices, however, are 
preferred. Local insurance agents will not be required to make re- 
turns. Blank forms of returns required by section 505 will be fur- 
nished to insurance companies monthly by this office. Returns show- 
ing the name and address of each person to whom an indemnity is 
pud is not required. Permission will be granted to take credit in a 
subsequent month's report for any overpayment of tax for a prior 
month. 

(T D 2589.) 

Income tax. 

Revision of article 40, regulations No. 33, issued January 5, 1914, relative to the use 
of substitute certificates in lieu of original certificates presented with coupons 
for collection by nonresident alien individuals, firms, corporations, organiza- 
tions, etc. 

Trxasuby DbpabtmenTi 

Office of Commissioneb of Internal Revenue, 

Washington, D. C, November SS, 1917. 
To collectors oj internal revewue: • 

The use of substitute certificates by responsible banks, bankers, 
and collecting agents in lieu of original certificates of ownership ao- 
companying coupons presented for collection, prescribed by article 
40, regulations No. 33, issued January 6, 1914, is hereby discontinued 
with respect to ownership certificates presented with coupons for 
collection by nonresident alien individuals, firms, corporations, 
organizations, etc. 

In such cases the original certificate of ownership accompanying 
coupon should go to the debtor corporation without substitution. 
All regulations in conflict herewith are hereby repealed. 

Daniel C. Roper, - 
Commissioner of Internal Revenue. 
Approved: 

L. S. Rows, 

Acting Secretary of the Treasury. 
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(T. D. 2590.) 

War^revenue act. 

Synopsis of rulings and questions relating to war tax on admisnons and dues, Title 
VII, act of October 3, 1917. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., Novemher 84, 1917. 
To collectors of internal revenue and others concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to taxes on admissions and dues 
imposed under Title VII of the act of October 3, 1017, is published 
for the information of revenue officers and others concerned. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



ADMISSIONS. 

Critics of musical and operatic performances admitted free must 
pay the tax. Complimentary tickets issued to benefit concert or 
entertainment for a charity hospital or other similar irstit'itions, 
the proceeds of which are exempt under section 700, are not taxable. 
Complimentary or free tickets to adults are taxal)le, but are not 
taxable when given to children under 12 years of age. This rule 
applies when the proprietor of a theater invites orphans from a 
children's home. 

Admissions to dance halls are taxable; additional charges for the 
privilege of dancing are not taxable. Where a corporation owns a 
bathing tank and charges are made for furnishing bathing suits and 
privil^es of the tank, no charge being made for spectators, the 
charges are not taxable. The same is true of skating rinks and hke 
amusements. Admissions to Sunday afternoon orchestral concerts 
are taxable. Admissions to football, baseball, and other athletic 
games are taxable. Admissions to caves and other similar exhibi- 
tions are taxable. Admissions to food shows are taxable. 

If a group of people get together and take up a collection or con- 
tribution of money to pay for the music, such collection or contrir 
bution would not be regarded as price paid for admission to a dance. 

Children under 12 years of age shall be taxed 1 cent irrespective 
of the price of admission, unless the maximum charge to the theater 
is 5 cents or less. If admission to a theater is 10 cents on Sunda]^ 
and hoUdays and 5 cents on aU other days, the admissions on Sun- 
days and holidays are taxable; admissions on other days are not 
taxable. Where theaters are not permitted to charge admission but 
76551'*— VOL 19—17 22 
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oyeicome the difficulty by taking a silver collection at the door, there 
is no objection to selling what is known as ''revenue tickets" with 
each contribution, a 10-cent contributor paying 11 cents, etc. ''Four- 
Minute Men, " who make short talks in the interest of the Government 
at various places where admissions are usually charged, not there 
for the purpose of viewing the performance, are not required to pay 
tax. 

Traveling theatrical companies paying special tax as theaters, not 
showing in regular building built and rented for that purpose should 
collect the tax on admissions. If they show in regular theaters or 
opera houses, the owners of such theaters or opera houses must col- 
lect the tax and file returns. Where the proprietor of a theater leases 
a theater and reserves a box for his own use or for any one whom he 
may designate, the tax to be collected on this box is the same as is 
collected upon any other box or like accommodation at the same 
theater. 

To be a religious, edtR^ational, or charitable institution, society, or 
organization, such purposes must be its primary or principal function; 
lodges and fraternal orders operating moving-picture shows, etc., and 
using the proceeds to pay for the building are required to collect ad- 
mission tax. Admissions to theaters operated for the exclusive benefit 
of a public hbrary or high school are exempt from taxation. Air- 
domes do not come within the exemption of open-air parks and 
admissions thereto are 'taxable. 

Where a book is sold containing a number of tickets at a reduced 
rate tax should be collected at the time the book is sold on the basis 
of reduced rate. 

All tickets, including season tickets, purchased prior to November 
1 are not taxable. The xmused portion of a subscription ticket sold 
and partially used before November 1 is not taxable. 

Daily cash register receipts as shown by the cash register machine 
can not be taken as the basis of computing the amount of tax due, 
unless all admissions are 10 cents or a multiple of 10 cents. 

A manager of a theater may refuse to refund the tax collected on 
unused tickets. 

There is no stamp tax on theater tickets. The seller of the ticket 
collects the proper tax computed on each ticket separately from the 
purchaser and must file return thereof on or before the last day of 
the month following that covered by the return. 

It is unnecessary to print on admission tickets .that tax has been 
paid by purchaser, though, if done, no objection will be raised. 
Where there is no box-office price the amou4t paid is taxable. The 
following are illustrations of tax on admissions: 

AdmisBlon, 35 cents; tax, 4 cents; total to be collected, 39 cents. 
Reserved seats, 25 cents, tax 3 cents; total to be collected, 28 cents. 
Admission, 25 cents; tax, 3 cents; total to be collected, 28 cents. 
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Reserved seats, 15 cents; tax, 2 cents; total to be collected, 17 cents. 
Admission, 10 cents; tax 1 cent; total to be collected, 11 cents. 
Admission (for child under 12 years of age), 5 cents; tax, 1 cent; total to be col- 
lected, 6 cents. 

DUES. 

Assessment dues are taxable. life-membership fees paid on or 
after November 1 are taxable. Dues are taxable if they exceed 
$12 per year. College fraternity dues are taxable. "Green fees" 
paid by a member of a golf club for a guest are taxable. Where 
the annual dues are in excess of $12, but paid in two or more annual 
installments, the instaUments are taxable pro rata. Where the only 
initiation fee charged is the purchase of a share of stock in the olub, 
tax on such fee does not apply under Title VII. Where member- 
ship entitles a member to admission with one guest, no further tax 
is required for admission of such guest. Other guests admitted free 
of ohai^e, however, must pay the tax. The tax on club dues may be 
paid by the clubs themselves. 

The burden of proof is upon commercial clubs et al. to prove that 
they are purely business organizations without social features. 

Instructions as to making returns under this section will be 
printed on the back of each return blank sent out from this office. 



(T. D. 2691.) 
Wa'Mreoenue ad. 

Synopsis of rulings on questions relating to war excise taxes, Title VI, act of October 3, 

1917. 

Tbeasuby Depabtment, 
Office of Commissionbb of Intebnal Revenue, 

WdsMnfftoriy D. C, November 24^ 1917. 
To coUectcTB ofinterrwl revenue and others concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to taxes imposed under Title VI, act 
of October 3, 1917, is published for the information of revenue officers 
and others concerned. 

Daniel C. Ropeb, 
Commimoner of Internal Beven/ue. 



jewelby. 

Manufacturers should compute tax on jewelry upon the price they 
make to wholesalers or retailers, less regular trade discounts. 

With reference to jewelry given as prizes in connection with 
''games, etc.," tax is imposed on the manufacturer, producer, or 
importer of the jewelry, or upon the wholesaler having a stock on 
band the day this act was passed. 
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As to specific articles, it is held that the following shall be con- 
sidered as jewelry: (a) A string of rose beads, (b) pencils and pen 
holders manufactured in precious or imitation precious metals, 
(e) souvenir pins for use and sale at summer resorts, (d) knitting 
needles, protectors, yam holders, etc., if mounted or decorated in 
any way with precious or imitation precious metals, (e) slides and 
swivels used in connection with a ribbon chain, (f) lapel flag pins. 

It is held that the following shall not be considered as jewelry: 
(a) Silver tableware, (b) eyeglass frames, (c) plain opera and field 
glasses, ((2) clocks, (e) fountain pens, (/) rosaries, (g) American Red 
Cross buttons, (h) metal bag frames for attachment to silk bags, 
(i) repairs on jewelry, (j) military and naval insignia, (k) plain hair 
combs made of rubber, shell, or celluloid, absolutely unadorned. 

Only completed articles of jewelry are taxable. Parts used in 
manufacture are not taxable. 

(a) AUTOMOBILES, ETC. 

There is no drawback on exported automobiles, automobile 
trucks, etc. 

Automobiles, automobile trucks, motor cycles, etc., manufactured 
in a foreign country by a company completely controlled and managed 
in the United States are subject to the sales tax. 

Speedometers or any other attachments or accessories to auto- 
mobiles, motor cycles^ etc., if sold separately and not as the usual 
equipment for the machine, and are not attached thereto, are not 
tftxable. 

No tax under this act is upon the purchaser or user of automo- 
biles, etc. 

Section 600 makes no distinction between pleasure cars and tnotor 
trucks. Both are taxable. 

(6) PIANO PLAYERS, ETC. 

This act does not levy a tax upon the sale of player pianos, etc., 
by retailers. 

The additional charge other than for price added to invoices by 
manufacturers does not concern this office and is a matter over 
which it has no jurisdiction. 

Accessories to piano players, phonographs, etc., are not taxable, 
unless sold in combination with the machine, in which case the tax 
attaches to the completed article. 

Toy talking machines are taxable. 

(C) AND (d) MOVING-PICTURE FILMS. 

Printed or hand-lettered titles or subtitles used in connection with 
a complete picture production, constitute a part of the film and 
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should be included in the length of the film upon which the tax is to 
be computed. If these projections are in the shape of slides or 
annoxmcementS; i^o tax will attach. 

Blank films are taxable only when sold by a manufacturer, 
producer, or importer. 

Tlie tax is not upon the manufacture of the film itself, but upon 
its sale or lease. 

A distributor of films, piu^e and simple, is not subject to tax under 
this act. 

It is immaterial whether a person is a wholesaler or retailer of 
films, because section 602 does not impose a floor tax upon either 
positive or negative films. 

(f) TENNIS BACKETS, ETC. 

Tax is imposed only on such sporting goods as are specifically 
mentioned in the act. 

Bamboo fishing poles, skee-ball, and box-baU alleys, Flinch and 
rook cards, or any other games played by both adults and children, 
are taxable. 

Wooden racks used as receptacles for poker chips and playing cards 
when sold separately and without the poker chips or playing cards, 
toy tennis rackets, tackle, and other fishing-rod appurtenances, are 
not taxable. 

(g) PEBFUMES, ETC. 

Shaving soap, toilet soap, witch-hazel, Ivory and Pearl soaps, 
petroleum jeUies for toilet purposes, chipped soap in barrels or kegs 
for export are taxable. 

All hair tonics are specifically taxed by this section. 

Raw materials, such as rose oil, etc., to be manufactured into 
perfumes, etc., floor oils, floor wax, kitchen soap powders, and other 
articles used exclusively for household and not for toilet purposes, 
are not taxable. 

* Containers of perfumes, etc., if billed and shipped separately, are 
not taxable. If sold together, the tax must be computed upon the 
combined price of the perfume and the container. 

Branch warehouses carrying a stock of taxable articles should, 
unless absolutely separate from the parent house, ma£:e reports to 
the parent house, the latter being hable for monthly returns for the 
taxes on the sales. 

(h) PILLS, ETC. 

The taxabihty of a medicinal substance or preparation is deter- 
mined by the maimer in which it is prepared or the way in which 
it is put upon the market. 
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Medicinal preparations for beasts, when the same would be taxable 
if used by man, are taxable. Arona, cough drops. National com 
remover, and Griswell's jimson-weed plaster are taxable. 

Samples of patent medicines, etc., distributed gratis from house 
to house, articles and preparations commonly known as stock foods, 
20-mule-team borax, avenarious carbolineum, mixed feeds, chicken 
feeds, etc., not recommended or held out as remedies or specifics 
for affections or diseases but as feed only, Thompson's malted milk 
or malted beef peptone, Horlick's malted milk, and other food 
preparations, whether for man or beast, unless held out or recom- 
mended as remedies or specifics for diseases of the human or animal 
body, insecticides, as such, are not taxable. 

Where the owner of a formula contracts with a manufacturer to 
manufacture a certain amount of his product, and to bottie, label, 
carton, and prepare same for shipment and deUyeiy to owner of 
formula, the labels containing formula owner's name and address 
only, the formula owner is the manufacturer of the goods and will 
have to pay the tax. If under these circumstances, the formula 
owner sells a part of this preparation at retail, he must render return 
for sales tax upon price for which goods are sold. 

A retail dealer, manufacturing a patent medicine by a private 
formula, is subject to the ''producer's" tax, even though he selb 
such a product only in his retail store. 

(SBO. 603) MOTOB BOATS. 

Tax on motor boats is imposed for the balance of the fiscal year 
(beginning Oct. 4, 1917, ending June 30, 1918), on October 4, 1917, 
even though the vessels were not in active use. Hereafter Uability 
to such taxes should be computed from the month of July, or upon 
the purchase of a new boat by the user or consumer, in the same 
manner as special taxes are computed. 



(T D. 2592.) 
Warrevenue act. 

SynopoB of dedsiona on questions relating to admiariona and dues under aectioiif 
700 to 702 of the war-revenue act of October 3, 1917. , 

Trbasuby Departmsnt, 
Office of Commissioneb of Internal Rbyenxte, 

Washington, D. C, November SO, 1917. 
To coTUdora of internal revenue and osiers concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to admissions and dues, sections 700 
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to 702 of the war-revenue act of October 3, 1917, is published for 
the information of revenue ofELcers and others concerned. 

Daniel C. Ropeb, 
CommiaBuyner of Internal Bewnue. 



ADMISSIONS AND DUES. 

Complimentary tickets. — Complimentary tickets given to and used 
by honorary members of a chorus are liable to the same tax as simi- 
lar tickets sold to the public. Tickets furnished free to associate 
members who pay dues for the support of the chorus are liable to 
tax up to the value of the tickets. 

Dues charged hy Y. M. C. A. and Y. M. H. A. — ^Amount charged 
by the Y. M. C. A. and Y. M. H. A. for admissions and dues are 
exempt from taxes imposed by sections 700 to 702 of the war-revenue 
act. 

Theaier tickets. — ^Where theater tickets are sold by a theater 
through an agency, tax must be based upon the amoimt charged 
for the tickets by the agency and not upon the net amoimt received 
by the theater. Where tickets are sold by the theater to the public 
without knowledge that they are to be again sold by the purchaser, 
tax will attach upon the amoimt received by the theater for the sale 
of the tickets. 

(T. D. 2593.) ^ 

DistUled spirits — N(mbeverage alcohol. 

Treasury Department, 
Office of Commissioner of Internal Keyenite, 

Washington^ D. C.^ November i87, 1917. 

To collectors of internal revenue^ revenue wgerds^ and others cof^ 

cemed: 

Information has been received that pharmacists are dispensing 
so-called nonbeverage alcohol produced after September 9 and tax 
paid at $2.20 per proof gallon on physician's prescriptions, without 
medication under the formulae set forth in T. D. 2576. 

Attention is hereby called to the fact that under T. D. 2569 as 
modified by T. D. 2576 nonbeverage alcohol can not be dispensed to 
persons who do not hold permits, whether upon physician's prescrip-^ 
tion, or otherwise, except in quantities of a pint or less, and on con- 
dition that the alcohol is first medicated according to one of the 10 
formulae set forth in T. D. 2576. 

The so-called nonbeverage alcohol taxable at the rate of $2.20 per 
proof gallon must not, therefore, be dispensed under a physician's 
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prescription^ unless in the compounding thereof the same is so medi- 
cated as to render it absolutely unfit for use as a beverage. In case 
of prescription compounding, the druggist will be held responsible as 
to the sufficiency of the medication. 

Daniel C. Roper, 
Corn/misdoner of Internal Revenue. 



(T. D. 2594.) 

Docvmentary sta/mpB. 

Tbbasurt Department, 
Office op Commissioner of Internal Revenue, 

Washington^ Z>. C.^ November 28^ 1917, 
To collectors of internal revenue and others concerned: 

Owing to kck of supply of colored inks and volume of work now 
devolving on the Bureau of Engraving and Printing, it will be im- 
possible to obtain and distribute to the various collectors a supply 
of distinctive colored adhesive docmnentary stamps, designed by 
this office for use in payment of the war stamp taxes, imposed by 
paragraphs 4 and 5, Title VIII, Schedule A, act of October 3, 1917, 
before February 1, 1918. 

In order that the business of produce exchanges, boards of trade, 
stock exchanges, and other similar places, may not be handicapped 
or ii^rfered with, collectors will, upon requisition for such stamps, 
issue the regular documentary stamps until a special supply of over- 
printed stamps, provided to temporarily take the place of the dis- 
tinctive colored stamps, shall be prepared and distributed. 

These temporary special stamps, which will \q distinguished from 
other documentary stamps by the letters " S. T." for stock transfers 
and " F. D." for future delivery contracts, overprinted upon the face 
thereof, will be ready for distribution to collectors by December 10, 

1917. Collectors requiring these special stamps should immediately 
ascertain the probable number of each denomination necessary to 
supply the demand for the period December 15, 1917, to February 1, 

1918, and at once make requisition therefor. 

Collectors will notify taxpayers requiring such stamps, who pur- 
chase the regular documentary stamps for the purpose above men- 
tioned, that upon receipt of these temporary special stamps they 
may return to the collector's office all unused regular adhesive stamps 
to exchange for tEe special stamps. Thereafter collectors will not 
issue the regular adhesive stamps to members of produce exchanges, 
boards of trade, stock exchanges, and other similar places for the 
payment of the taxes herein specified, but will issue only these 
special stamps until supplied with the distinctive colored stock 
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transfer and future delivery contract stamps, after which only the 
latter stamps will be issued for payment of such tax. 

Daniel C. Roper, 
Commissioner of Interrud Revenue. 



(T. D. 2595.) 
Label on "boxes of large cigars indicating class of tax payment. 

Providing for printing or stamping directly on eachi box of large cigars leg^ids 
concerning the class of tax payment. 

Treasury Department, 
Office or Commissioner of Internal Reventte, 

Washington^ D. C, November 22, 1917. 
To collectors of internal revenue: 

The provisions of T. D. 2569, with reference to the label to be 
affixed to each box of cigars weighing more than 3 pounds per thou- 
sand, indicating the class of tax payment, are hereby modified so as 
to permit the printing or stamping of the required legend directly 
on the front of each box. The printing or stamping should be clear 
and distinct. 

The dimensions of the label prescribed may be reduced in the case 
of wooden boxes containing 25 or less cigars, and also small packages 
not made from wood, on which it may be printed as part of other 
printing thereon. Each such label on small packages not made from 
wood, known to the trade a^ package goods, should be perfectly 
legible and should appear in a conspicuous place, y 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2596.) 
Faciilities furnished by public utilities. 

PasBengers failing to pay and carriers failing to collect the 8 per cent passenger 
tax subject themselvefl to the penalties imposed by section 1004 act of Octobers, 
1917. 

Treasury Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, December 1, 1917. 
To collectors of internal revenue and others concerned: 

Section 600, subdivision (c), of the act of October 3, 1917, imposes 
a tax "equivalent to 8 per centum of the amount paid for transpor- 



Digitized by VjOOQIC 



362 

iation of persons, *. * * from one point in the United States to 
another, * * * not including the amount paid for commutation 
or season tickets for trips less than thirty miles, or for transportation, 
the fare for which does not exceed 35 cents/' The words ''one point 
in the United States to another" mean from starting point to destina- 
tion regardless of whether a ticket is pmrchased or cash fares paid for 
such trip. 

The tax attaches when a passenger makes a continuous journey, 
the total fare for which from starting point to destination exceeds 35 
cents. 

If the transportation company collects the fare at interrals in 
amounts of less than 35 cents, as in the zone system, tax at the rate 
of 8 per cent must be collected on the total chaises from starting 
point to destination if such charges are in excess of 35 cents. 

Failure to pay such tax by a passenger as well as failure to collect 
it by a carrier, is a yiolation of section 1004 of the act of October 3, 
1917, and subjects them ''to a penalty of not more than $1,000 or to 
imprisonment of not more than one year, or both, at the discretion 
of the court, and in addition thereto a penalty of double the tax 
eyaded, or not collected, or accounted for and paid over." 

Daniel C. Roper, 
Commissioner of Internal Beverme. 



(T. D. 2597.) 
Transportation. 



Where chaiges for transportatioii of property, etc., axe paid by the United States, 
State, Territory, or District of Columbia, no tax is due; if a Government bill of 
lading is not used it must be shown that charges are paid as noted. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUnffton, D. 0., November 20, 1917. 

Mr. — . 

Sir: Referring to yonr letter of the 19th instant, with inclosures 
relating to property of the United States and of States shipped by 
freight, you are advised that shipments or property belonging to 
the United States or to any State, Territory, or the District of 
Columbia, the chaises on which are paid by the United States, State, 
Territory, or the District of Columbia, will be made free of the tax 
imposed by section 500 of the act approved October 3, 1917. It 
will be necessary in all cases of shipments made by freight where 
Government bills of lading are not used for the officer or employee 
of the United States, State, Territory, or the District of Columbia 
to satisfy the agent to whom the charges are paid that the service 
rendered or to be rendered is for the United States, State, Territory, 
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or District of Coliunbia, as the case may be; and the agent collecting 
the charges should note on the records of his office the name of the 
consignor and consignee and indicate thereon that such shipment 
covered service rendered the United States, State, Territory, or the 
X)istrict of Columbia, as the case may be, and was not subject to tax. 
If material for use in governmental work is. consigned to con- 
tractors, it will be necessary for the tax to be collected at the time 
freight charges are paid, unless it is shown that said charges are 
payable directly by the United States, State, Territory, or the Dis- 
trict of Columbia. 

The words "State" and ''Territory" as used in said act are held 
to include the political subdivisions thereof. 
Respectfully, 

Daniel C. Ropbb, 
Commissioner oj Irdemal Revenue. 
Approved: 

W. G. MoAdoo, 

Secretary of (he Treaevry. 



(T. D. 2598.) 
War-Revenue act. 

SynopsiB of ruliiigs on questions relating to war tax imposed by sections 313 to 316, 
inclusive, Tide III, act of October 3, 1917. 

Treastjet Depabtmbnt, 
Office of Commissioneb of Internal Revenue, 

Washington, D. C, November 24, 1917. 
To collectors of internal revenue and others concerned: 

The f oUowing synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to war tax imposed by sections 313 to 
315, inclusive. Title III, act of October 3, 1917, is published for the 
information of revenue officers and others concerned. 

Daniel C. Ropeb, 
Commissioner of Internal Revenue. 



SEOTION 313. 

Alcohol which can not legally be used for beverage purposes may 
be used in the manufacture of flavoring extracts. 

Sirups and extracts used by rectifiers of spirits are not taxable 
under this section. 

Extracts sold by the manufacturer to be used in the manufacture 
or production of beverages, commonly known as soft drinks, are tax- 
able. If sold for manufacturing ice cream, no tax is imposed. 
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Ginger ale, root beer, sarsaparilla, pop, and other carbonated waters 
or beverages are not taxable when the manufacturer of same buys his 
carbonic-acid gas and pays the tax of 5 cents per poimd. 

No floor tax was imposed by this act upon sirups, extracts, etc., in 
the hands of wholesalers or jobbers on October 4. 

SECTION 315. 

Carbonic-acid gas used in the manufacture of ale or lager is taxable. 

Carbonic-acid gas sold for use in the maintenance and operation of 
refrigerating plants is not taxable. 

If thore is a leakage of carbonic-acid gas in transit, the tax is only 
upon the amount of gas sold to the customer. If on account of leakage 
no sale is consummated, tax would not rest. 



(T. D. 2599.) 

War-reverme act. 

War stamp taxes under sectioiifl 800 to 807, act of October 3, 1917. 

Tebasubt Depabtment, 
Office of Commissioneb of Internal Revenue, 

Washington, D. C, December 5, 1917. 
To collectors of intemai revenue and others concerned: 

The following synopsis of decisions of the Conmiissioner of Intemal 
Revenue on questions relating to war stamp taxes imposed by sec- 
tions 800 to 807 of the war-revenue act of October 3, 1917, is pub- 
lished for the information of revenue officers and others concerned. 

Daniel C. Ropeb, 
Commissioner of Intemal Revenue. 



Assignment of insurance policies. — No stamp tax is imposed upon 
the power of attorney contained in a transfer by assignment, abso- 
lute or as collateral security, of an interest in a contract of insur- 
ance, if the power of attorney grants authority to do or perform only 
such acts for or in behalf of the assignor as are otherwise vested in 
the assignee. 

Gontrads and articles of incorporation. — ^Articles of incorporation, 
appUcations for issuance of corporate charters, and contracts for the 
performance of services are not subject to stamp tax. 

Contracts to convey. — ^A contract for the sale of real estate, making 
provision for future dehvery by deed, is not subject to stamp tax. 

Contracts to issue stock. — ^The stamp tax does not apply to a contract 
or agreement by a corporation to issue stock. 
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OaweyanceSf deedsy etc. — On an instrument conveying real estate 
there should be attached a tax stamp of the face value corresponding 
with the amoimt representing the vendor's equity conveyed. Where 
an exchange of equal equities in real estate is made between two 
persons a tax stamp should be attached to each of the two deeds 
corresponding with the amount of each equity exchanged. In 
determining the amount of incimibrance upon real estate being trans- 
ferred, no consideration is to be given to new incumbrances placed 
upon same at the time of, or after, the sale. Only incumbrances 
which rest on the property before the sale and which are not removed 
by the sale are to be taken into consideration. 

Leases. — ^The provisions of the law imposing taxes upon convey- 
ances of real estate are not applicable to leases, and tax stamps are 
not required to be attached to such instnmients. 

Parcd-post packages mailed to Porto Rico. — Parcel-post packages 
mailed in this country to Porto Rico and such packages mailed in 
Porto Rico to other points therein are not subject to stamp tax. 

Promissory notes on account of premium extension agreements. — 
Pohcy loan and premium extension agreements are not promissory 
notes as contemplated by the law and therefore are not Uable to stamp 
tax. 

Security agreements and applications for loans. — Neither a security 
agreement signed by a prospective borrower of a bank, empowering 
the bank to apply any securities, money, or other property of the 
prospective borrower in the hands of the bank to satisfy the debt of 
the borrower to the bank, nor the form of appUcation ior the loan, is 
included in the classes of instruments made subject to stamp tax under 
Schedule A of section 807, and neither is therefore subject to such tax. 

Transfer of stocJc before issue of certificate. — ^A tax of 6 cents on 
each $100 of face value or fraction thereof attaches to the original 
issue of each certificate of stock, and a tax of 2 cents on each $100 
of face value or fraction thereof to each transfer or sale of stock, 
whether the transfer is made before or after issuance of the original 
certificate. 

(T. D. 2600.) 

War^evenvs ad. 

FacilitieB furnished by public utilities under sections 500-503, act o iOctober 3, 1917. 

TREASTOtT DEPARTBiENT, 

Office of Commissioner of Internal Revenue, 

Washington, D. 0., December S, 1917. 
To collectors of internal revenue and others concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to ^'facilities furnished by public 
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utflitieB" imposed by the wftr-reyenue act of October 3, 1917, is pub- 
Hflhed for the information of revenue officers and others concerned. 

Daniel C. Bopb&, 
C(mmiu%ontr irf biUrnioi Bev^^ 



SEOTIOH 500. 

Hon ofpnyperty hy freight. 

This tax is imposed (1) when the property is transported from one 
point to another in the United States by rail; (2) when the property 
is transported from one point to another in the United States by 
water; (3) when the property is transported from one point to another 
in the United States by any form of mechanical motor power when in 
competition with carriers by rail or water. 

Tax accrues and must be collected with the freight charges. 

Tax does not attach separately on the following miscellaneous 
services rendered by a carrier when the charge for such services is 
included and paid in the through tariff rate for the road haul: 
(a) Switching and drayage; (h) wharfage, storage, and lighterage; 
(c) compressing in transit; (d) milling in transit; (e) dressing and 
refining in transit; (/) diversion and reconsigning charges; (g) refriger- 
ation; (h) car service; (i) demurrage; (j) charge for consigning freight 
to order notify; Qc) storage; (Z) car rental; (m) switch charges for 
return of empty cars over belt or switching lines; (n) weighing charges; 
(o) feeding and watering stock in transit. 

However, if the through tariff rate does not include such services, 
the amounts paid for the same are taxable if such services are a part 
of the transportation by the carrier. In computing the tax on diip- 
ments by freight, the provisions of section 1008 should be followed in 
regard to fractional parts of a cent. Said section reads as follows: 

That in the payment of any tax under this act not payable by stamp a fractional part 
of a cent shall be disregarded unless it amounts to one-half cent or more, in which case 
it shaU be increased to 1 cent. 

In instances in which the amoimt paid for transportation by 
freight is a lump sum, the tax should^be imposed upon such sum with- 
out regard to the individual items which make up the total. 

Amounts paid for transportation of milk and cream handled by a 
steam railroad itself are taxable under this subdivision. 

Amounts paid to ferry companies for transporting property by 
water are subject to this tax. 
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Suhdwision (6). — Tax ofl cent for each 20 cents (yr fraction (hereof paid 
for the transporoMon of property hy express. 

This tax is imposed under the foUowiog conditions: When the 
parcek^ packages, or shipments are transported by a person, corpora- 
tion, partnership, or association operating over regular routes between 
fixed terminals from one point in the United States to another. 

When property is transported between two points, a part of 
the way by freight and a part of the way by express, the taxes 
should be assessed on the amount paid for the freight movement at 
3 per cent and on the amount paid for the express movement at 
1 cent for each 20 cents or fraction thereof. 

Subdivision (c). — Tax of 8 per cent ofUie amourU paid for the trans- 

portation of persons. 

This tax is imposed on the amounts paid for the transportation 
of persons by rail or water, or by any form of mechanical motor power 
on a regularly established line when in competition with carriers 
by rail or water, from one point in the United States to another of 
any point in Canada or Mexico where the ticket therefor is sold or 
issued in the United States, not including the amount paid for com- 
mutation or season tickets for trips less than 30 miles, or for trans- 
portation the fare for which does not exceed 35 cents. 

Roimd-trip tickets costing 70 cents or less are exempt from the tax. 

Coupon books costing in excess of 35 cents are subject to tax at the 
time of the purchase. 

The tax imposed by this subdivision should be collected on the 
total amount paid for a mileage book. 

Amounts paid to ferry companies for transporting passengers by 
water are subject to' this tax. 

United States soldiers on furlough paying their own expenses are 
not exempt from payment of tax imposed by this subdivision 

SECTION 601. 

No tax is imposed under this section on the transporation of persons 
who are entitled to friee transportation under the provision of the 
act of June 18, 1910, amending an act to regulate commerce, approved 
February 4, 1887, or under State law. 

SEOnON 502. 

This section exempts from the taxes imposed by section 500 the 
amoimts paid for services rendered to the United States or any 
State, Territory, or the District of Columbia. 

Specific exemptions under said section include the following: 
An institutions maintained solely for the exercise of legitimate 
governmental functions, such as State colleges, public libraries, 
hospitals, etc. Amounts paid for services rendered if the payment 
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is made from the Treasury of the United States, the District of 
Colimibia, a State, Territory, or a political subdivision of either of 
the last two named. 

The food administration grain corporation, Federal Farm Loan 
Board, Federal land banks, farm loan registers, land bank examiners, 
and land bank appraisers are exempt from tax under this section 
when exercising strictly governmental functions. 

SECTION 503. 

Under this section the calendar month is the basis for the returns 
herein required and returns should be made accordingly. 



(T. D. 2601.) 

War-reventie act. 

Excise taxes imposed by sections 600 to 602 of the war-revenue act of October 3, 1917. 

Treasury Department, 
Office op Commissioner of Internal Revenue, 

WaskingtoUf D. C, December 5, 1917. 
To collectors of internal revenue and otTiers concerned: 

The following synopsis of decisions of the Commissioner of Internal 
Revenue on questions relating to excise taxes imposed by the war- 
revenue act of October 3, 1917, is published for the information of 
revenue officers and others concerned. 

Daniel C. Roper, 
Commissioner of Intemai Revenue. 



AviomohUes. — A motor wheel when sold imattached to a bicycle, 
velocipede, or other vehicle is not taxable, but when sold in connec- 
tion with a bicycle, velocipede, or other vehicle, the tax attaches to 
the completed article. The ''Smith-Flyer," a self-propelled vehicle, 
is taxable as an automobile under section 600. 

Floor tax. — "A retailer who is not also a wholesaler" is a retailer 
who does not from the same stock of goods also sell at wholesale. 
Hence, where wholesale and retail stocks are kept separate, the tax 
applies only to the wholesale stock. Where automobiles are sold 
at both wholesale and retail by a person who acts as agent for the 
manufacturer, no floor tax applies, but the manufacturer is liable for 
the tax upon all sales. 

Medicinal preparations. — Boric acid when sold under a trade-mark 
and held out to the public as a medicinal preparation is taxable under 
paragraph (h) of section 600. Where a medicinal preparation is 
"held out or recommended" as a remedy, even though such recom- 
mendation is intended for physicians only, it is a holding out to the 
pubUo through the physician and is subject to the tax imposed. 
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Where medicinal preparations are sold under labels which do not 
indicate that the formula is published, they will be construed to be 
prepared under secret formulas, unless affidavit or other evidence is 
submitted to show that the formula is not a secret. Licorice, when 
put up in the form of sticks, lozenges, wafers, or other forms suitable 
for medicinal purposes and sold under a trade-mark, although not 
held out or recommended to the public as a medicinal preparation, 
is subject to the tax imposed xmder the act. 

Toilet articles. — ^All soaps that are advertised or held out to the 
public as suitable for toilet purposes, or for application to the body 
or a part of a body as a cleansing agent, are taxable. 



(T. D. 2602.) 

War excess profits tax. 

Treatment under section 201 of the act of October 3, 1917, of the deduction authorized 
by section 203, 204, 205, or 210. 

Trbasxtby Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. 0., December S, 1917. 
To collectors of internal revenue and internal-revenue agents in charge: 
The method of allowing the deduction authorized by section 203, 
204, 205, or 210 of the act of October 3, 1917, will be as follows: 

In any case in which the deduction provided for in section 203, 
204, 205, or 210 is greater than 15 per cent of the invested capital, 
and therefore can not be fully allowed under the first rate or bracket 
of section 201, then in that event any remaining portion of the 
deduction will be allowed imder the second bracket and continued if 
necessary into the succeeding bracket or brackets until the entire 
amount of the deduction is allowed. 

illustrations. 

An individual or partnership engaged in the manufacturing busi- 
ness with a capital of $30,000 and a net income of M 2,000 for the 
taxable year, an average prewar net income of 9 per cent, or $2,700, 
and a total deduction of $8,700: 



Bracket. 


Rate 
(per 
cent). 


Amount 

taxable 

under 

each 

bracket. 


Tax. 


First . ..: 


20 
26 
35 
46 
60 






Second 






Third 








$1,200 
2,100 


S640 


Fifth 


1,260 






Total 






1,800 
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A corporation engaged in the manufacturing busuless with a capital 
of $30,000 and a net income of $12,000 for the taxable year, an average 
prewar net income of 9 per cent, or $2,700, and a total deduction of 
$6,700. 



Bnok»t. 


Rate 

(P«f 
o«nt). 


Amount 

taxable 

under 

each 

bracket. 


Tax. 


FInt 


90 
36 
86 

46 

flO 








noo 

1,600 
^400 
?100 


176 


TWid 


626 




1,080 


Tlftfa 


ilaeo 






Total..., 






3,940 











Daniel C. Ropeb, 
Oammissianer of hUerrud Revenue. 
Approved. 

W. G. MoAdoo, 

Secretary of (he Treasury. 



(T. D. 2603.) 
Tax on admissions to caibarets, etc. 

Method of computing amoontB to be collected. Defimtion of words *' cabaret or 
other similar entertaLnment.'' 

Tbeasuby Depabtment, 
Office of Commissioner of Internal Retentte, 

Wdshinfftqn, D. C, December 4, 1917. 
To coUedors of internal revenue and others concerned: 
Section 700, clause C, of the act of October 3, 1917, is as follows: 

A tax of 1 cent for each 10 cents or fraction thereof paid for admission to any public 
performance for profit at any cabaret, or other similar entertainment to which the 
charge for admission is wholly or in part included in the price paid for refreshment, 
service, or mercBandise; the amount paid for such admission to be computed under 
rules prescribed by £he Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, such tax to be paid by the person paying for such refresh- 
ment, service, or merchandise. 

It appears as a result of the investigation conducted by this office 
that in the case of the cabarets or other similar entertainments con- 
ducted for profit, the price of admission to which is not entirely 
coTered by a separate charge, the portion of the amount paid for 
refreshments, service, tables, seats, or merchandise in the hotels, 
restaurants, haUs, and other pubUc places, in which the cabarets 
and other entertainmmts are conducted, which fairly represents 
the equivalent of admission, is at least 20 per cent. 
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It is therefore ruled that this tax shall be computed as follows: 

(1) Twenty per cent of the amount paid for r^reshments, mer- 
chandise, service, etc., including any sum paid for seats and tables 
reserved or occupied, at any pubUc performance for profit at any 
cabaret or other similar entertainment, to which the charge for 
admission is wholly or in part included in the amount so paid, shall 
be regarded and deemed to be paid for admission to such perform- 
ance. The tax is at the rate of 1 cent on each 10 cents or fraction 
thereof of such 20 per cent of the total charge to each patron for 
the items above named, and shall be paid by the person paying for 
such refreshments, service, etc. 

(2) "Cabaret or other similar entertainment" includes every hotel, 
restaurant, hall, oir other public place at or in which, in coimec- 
tion with the service or sale of food or other refreshment or mer- 
chandise, there is conducted any vaudeville or other performance 
or diversion in the way of acting, singing, declamation, or dancing, 
either with or without instrumental or other music. Every form 
of entertainment so conducted is included, except that furnished 
by orchestras performing instrumental music only, unaccompanied 
by any other form of entertainment. A hotel, restaurant, or hall 
affording, in connection with the service of refreshment, food, or 
merchandise, entertainment in the form of dancing by its patrons 
is included. 

(3) Every person, corporation, partnership, or association con- 
ducting any public performance for profit at any cabaret or other 
similar entertainment to which the charge for admission is wholly 
or in part included in the price paid for refreshment, service, or 
merchandise, as above defined, shall on or before the 10th day of 
each month, beginning with December, 1917, make a return under 
oath in duplicate of the amount of tax collected during the preceding 
month under the foregoing rulings and shall pay the taxes so col- 
lected under the provisions of section 700, clause C, to the col- 
lector of internal revenue of the district in which the principal 
office or place of business of such person, partnership, corporation, 
or association is located. Such retiuns shall be made upon forms 
prescribed by the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, to be obtained from the 
collector of the district in which they are to be filed. 

Daniel C. Ropeb, 
Commissumer of Internal Revenue. 
Approved: 

W. G. MoAdoo, 

Secretary of (he Treasury. 
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(T. D. 2604.) 

Revised forms of orders for stamps for cigars, tobacco, etc. 

Instructions in regard to use by manufacturers of revised forms of orders for stamps 
for cigars, tobacco, snuff, and cigarettes. 

Treasury Department, 
Offiob of Commissioner of I^tternal Revenue, 

Washington, D. C, December 12, 1917. 
To collectors oi internal revenue: 

Fonns 168, 172, 173, arid 485, revised October, 1917, orders for 
stamps for cigars, tobacco, snuff, and cigarettes, respectively, have 
been forwarded to collectors for distribution to manufacturers. The 
revision of these forms was made necessary by the changes in rates 
of tax and sizes of packages under the act approved October 3, 1917. 
In addition to filUng in the order form itself, the coupon attached 
must be filled in by each manufacturer ordering stamps on aiid after 
the latter part of this month (where orders will be filled by collectors 
on and after January 1 next) and must show the manufacturer's 
name, his factory number, and the value of the stamps ordered. 
These coupons must not be detached by the manufacturers. Effec- 
tive at the same time, manufacturers of cigars and cigarettes will be 
required to forward a separate Form 168 or 485, order for stamps 
for each different class of stamps ordered. 

Extra copies of this decision will be printed and a supply of same 
will be forwarded to collectors. They should be placed in the 
hands of manufacturers of tobacco, snuff, cigars, and cigarettes 
immediately. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



(T. D. 2605.) 
Tax on admissions and dues. 

Tax due on amount paid for admission to perfonnances occurring and dues for mem- 
bership period elapsing after October 31, 1917, regardless of the date of pay- 
ment. Regulations as to payment. 

Treasury Department, 
Oftioe op Commissioner of Internal Revenue, 

WasU'ngton, D. C, December IS, 1917. 
To collectors of internal revenue and others concerned: 

Reference is made to the prior rulbgs issued from time to time 
to the effect that the tax imposed by Title VII of the act of October 3, 
1917, upon admissions and dues is not applicable to amounts paid 
prior to November 1, 1917. 
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Further consideration of the matter has resulted in the conclusian 
that the prior rulings referred to were incorrect. It is now ruled 
that the liability to tax upon any admission or dues depends upon 
the date of the admission or upon the period for which the dues are 
paid and not upon the date of the payment. What is taxed is the 
privilege covered by the payment, not the payment itself, the pay- 
ment being merely the measure of the tax upon the privilege. 

Accordingly, no tax is to be collected under section 700 on any 
amount paid on or after November 1 for admissions to performances 
prior to Novembfer 1, but, except in respect of such admissions 
as are expressly exempted from tax under the law, a tax is to be 
collected in respect of all admissions to performances, entertainments, 
or places after November 1, notwithstanding the fact that such 
admission may have been paid for before November 1. 

In the case of persons having the use of boxes or seats in an opera 
house or any place of amusement, or lease for the use of such box or 
seat in such opera house or place of amusement, a tax shall be col- 
lected in respect of every performance hereafter occurring equivalent 
to 10 per cent of the amount for which a similar box or seat is sold or 
offered for sale for a performance or exhibition at which the box or 
seat is reserved by the lessee or holder. In the case of admission by 
season ticket or subscription, the amount of the tax is equivalent to 
1 cent for each 10 cents of the proportion of the amount paid for such 
season ticket or subscription covering admissions on or after 
November 1. 

On and after December 15 no person shall be admitted to any 
place to which admission is charged, unless the ticket, card, or pass 
by which he is admitted bears evidence that the tax due in respect 
of the admission covered by it has been paid. This evidence shall 
consist of the printing or stamping upon the ticket, card, pass, or 
other papers evidencing the right to admission the words "tax paid." 
Each proprietor of any place to which admission is charged not 
specifically exempted from taxation by the act must provide himself 
with such a stamp as may be necessary for this purpose. Such 
stamp shall be applied to the ticket, card, pass, or other evidence of 
the right to admission, at the place where it is issued. In case of all 
tickets, passes, cards, or other evidence of the right to admission 
issued before November 1 but used after November 1 the ticket, 
card, pass, or other evidence of the right to admission shall, before 
the same is used, be "vatidated" in respect to the tax by collecting 
the proper tax in respect thereof and stamping the same in accordance 
with the above requirement. 

There shall be kept in each box or ticket office of every theater, 
place of amusement, or other place to which admissions subject to 
the tax are charged a daily record of the number and kind of tickets 
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sold and the tax coUected thereon. Such record shall also show the 
number of passes used for admission each day and the tax collected 
thereon and the number of admissions of children under 12 years of 
age and the tax collected thereon. Each' separate class of tickets 
sold must be so distinctly indicated as to be capable of ready verifica- 
tion by the internal-revenue department. A separate record shall 
be kept of the number and kind of tickets, cards, passes, or other 
evidence of right to admission on or after November 1, 1917, paid 
for or issued prior to November 1 and of the tax collected in respect 
thereof. The monthly return required to be filed by proprietors of 
all places to which admission is charged, not expressly exempt from 
taxation, shall include and cover amoimts collected on Validation of 
tickets, passes, cards, or other evidence of the right to admission. 

The foregoing regulations as to admissions take effect on Decem- 
ber 15, 1917, and all rulings contrary to the above are hereby re- 
voked as of that date. 

It is also held that imder section 701 the tax must be paid upon 
all dues representing membership privileges for any time elapsing 
after October 31, 1917, regardless of the time of payment. Thus, in 
a case of dues exceeding $12 a year paid for the calendar year 1917, 
a tax will be due on one-sixth of the full amount paid for such 
calendar year, irrespective of the date of payment. 

Revenue ofiicers should inunediately give such pubUcity to this 
decision as may be practicable. 

Daniel C. Rofeb, 
C&mmissianer of Internal Revenue. 

Approved: 

W. G. MoAdoo, 

Secretary oftke Treasury, 



(T. D. 2606.) 
Personal sureties supported ly londs of (he United States. 

Intemal-revenue bonds may be executed with peraonal Bureties supported by bonds 
of the United States as collateral security. 

Tbeasubt Depabticent, 
Offioe of Commissioner of Internal Revenue, 

WashingUmj D. (7., December IS, 1917. 
To collectors of internal revenue: 

You are hereby advised that in every case in which internal- 
revenue laws and regulations require a taxpayer to furnish a bond 
with corporate or personal sureties the taxpayer may give his per- 
sonal bond, with one or more personal sureties, as required by the 
statute, supported by a deposit of registered bonds of the United 
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States at face value equal to the penal sum of the bond, assigned 
to '*the Commissioner of Internal Revenue." The forms of bonds 
prescribed in present regulations may be modified to conform with 
the requirements of this decision. 

Where the personal sureties are sufficient it will not be necessary 
to deposit bonds, but where bonds are deposited as collateral the 
personal sureties will not be required to qualify on Form 33. 

The registered bonds deposited should be forwarded to this office 
by registered mail for safe-keeping. Upon the cancellation of the 
bonds given by the taxpayer the bonds forwarded will be reissued 
in accordance with the instructions of the taxpayer. 

Either registered or coupon bonds may be accepted as security- 
for the payment of floor taxes, in accordance with T. D. 2537, T. D. 
2554, and T. D. 2557. All other regulations and parts of regulations 
in conffict herewith are hereby revoked. 

Daniel C. Ropeb, 
Commissioner of InUmai Revenue. 

Approved: 

W. G. MoAdoo, 

Secretary of (he Treasury. 



(T. D. 2607.) 
TIse of food materials in the production of distilled spirits. 

Regulation governing the use of food materials in the production of distilled spirits 
promulgated by the Secretary of the Treasury under authority of the food-control 
act of August 10, 1917, and an Executive order made by the President of the United 
States on September 2, 1917. 

(1) On or after January 1, 1918, no grain other than com of a 
quality inferior to the quality of Federal grade No. 6 com shall be 
used in the production of distilled spirits for any purpose whatsoever; 
provided, however, that malted barley or rye that is required for 
conversion of the starch may be used. Any violation of this regula- 
tion will subject the offender to the penalty provided by the statute, 
to wit; a fine not exceeding $5,000; or imprisonment for not more than 
two years, or both. 

The above regulation promulgated this 17th day of December,' 
1917. 

W. G. MoAdoo, 
Secretary of the Treasury. 
Approved: 

WooDROw Wilson. 
17 December, 1917 
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(T. D. 2608.) 

Regulations No. Ifi^ under war-revenue act of Octoher 5, 1917. 

Law and regulations relating to the asseaament and collection of war-stamp 
taxes on sales, transfers, and deliveries of shares of stock and like securi- 
ties, and contracts of sale of products and merchandise upon exchanges for 
future delivery. 

Treasury Department, 
Office of Commissioner of Internal Eevenue, 

Washington^ D. {7., November 30, 1917. 

LAW. 

By an act of Congress approved October 3, 1917, entitled "An act 
to provide revenue to defray war expenses, and for other purposes," 
it is provided, among other things : 

Be it enacted by the Senate and House of Representatives of the United States 
of Am^erica in Congress assembled: 

Title VIII. — ^Wab Stamp Taxes. 

Sec. 800. That on and after the first day of December, nineteen hundred and 
seventeen, there shall be levied, collected, and paid, for and In respect of the 
'several bonds, debentures, or certificates of stock and of Indebtedness, and 
other documents, instruments, matters, and things mentioned and described in 
Schedule A of this title, or for or in respect of the vellum, parchment, pr paper 
upon which such instruments, matters, or things, or any of them, are written or 
printed, by any person, corporation, partnership, or association who makes, 
signs, issues, sells, removes, consigns, or ships the same, or for whose use or 
benefit the same are made, signed, issued, sold, removed, consigned, or shipped, 
the several taxes specified in such schedule. 

Sec. 802. That whoever— 

(a) Makes, signs, issues, or accepts, or causes to be made, signed, issued, or 
accepted, any instruments, document, or paper of any kind or description what- 
soever without the full amount of tax thereon being duly paid ; 

* * * « * « * 

(d) Makes use of any adhesive stamp to denote any tax imposed by this title 
without canceling or obliterating such stamp as prescribed in section eight 
hundred and four; 

Is guilty of a misdemeanor and upon conviction thereof shall pay a fine of 
not more than $100 for each offense. 
• Sec. 803. That whoever— 

(a) Fraudulently cuts, tears, or removes from any vellum, parchment, paper, 
instrument, writing, package, or article, upon which any tax is imposed by this 
title, any adhesive stamp or the impression, of any stamp, die, plate, or other 
article provided, made, or used in pursuance of this title ; 

(b) Fraudulently uses, joins, fixes, or places to, with or upon any vellum, 
parchment, paper, instrument, writing, package, or article, upon which any tax 
is imposed by this title, (1) any adhesive stamp, or the impression of any stamp, 
die, plate, or other article, which has been cut, torn, or removed from any other 
veUum, parchment, paper, instrument, writing, package, or article upon which 
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any tax is imposed by this title; or (2) any adhesive stamp or the impression 
of any stamp, die, plate, or other article of insufficient value; or. (3) any forged 
or counterfeit stamp, or the impression of any forged or counterfeited stamp, 
die, plate, or other article; 

(c) Willfully removes, or alters the cancellation, or defacing marks of, or 
otherwise prepares, any adhesive stamp, with intent to use, or cause the same 
to be used, after it has been already used, or knowingly or willfully buys, sells, 
offers for sale, or gives away, any such washed or restored stamp to any persc^ 
for use, or knowingly uses the same; 

(d) Knowingly and without lawful excuse (the burden of proof of such 
excuse being on the accused) has in possession any washed, restored, or altered 
stamp, which has been removed from any vellum, parchment, paper, instrument, 
writing, package, or article, is guilty of a misdemeanor, and upon conviction 
shall be punished by a fine of not more than $1,000, or by imprisonment for 
not more than five years, or both, in the discretion of the court, and any such 
reused, canceled, or counterfeit stamp and the vellum, parchment, document, 
paper, package, or article upon which it is. placed or Impressed shall be for- 
feited to the United States. 

Sec. 804. That whenever an adhesive stamp Is used for denoting any tax 
imposed by this title, except as hereinafter provided, the person, corporation, 
partnership, or association, using or affixing the same shall write or stamp or 
cause to be written or stamped thereupon the initials of his or its name and the 
date upon which the same is attached or used, so that the same may not again 
be used: Provided, That the Ck)mmissioner of Internal Revenue may prescribe 
such other method for the cancellation of such stamps as he may deem ex- 
pedient. 

Sec. 805. (a) That the Commissioner of Internal Revenue shall cause to be 
prepared and distributed for the payment of the taxes prescribed in this title 
suitable stamps denoting the tax on the document, articles, or thing to which 
the same may be affixed, and shall prescribe such method for the affixing of 
said stamps in substitution for or in addition to the method provided, in this 
title, as he may deem expedient. 

* * * ' * * * * 

(c) All internal-revenue laws relating to the assessment and collection of 
taxes are hereby extended to and made a part of this title, so far as applicable, 
for the purpose of collecting stamp taxes omitted through mistake or fraud 
from any instrument, document, paper, writing, parcel, package, or article 
named herein. 

ScHBDTTu: A. — Stamp Taxes. 

Sec. 807. Subdivision 4. Capital stock, sales or transfers: On all sales, or 
agreements to sell, or memoranda of sales or deliveries of, or transfers of legal 
title to shares or certificates of stock In any association, company, or coipora- 
tlon, whether made upon or shown by the books of the association, company, 
or corporation, or by any assignment in blank, or by any delivery, or by any 
paper or agreement or memorandum or other evidence of transfer or sale, 
whether entitling the holder In any manner to the benefit of such stock or not, 
on each $100 of face value or fraction thereof, 2 cents, and where such shares 
of stock are without par value, the tax shall be 2 cents on the transfer or sale 
or agreement to sell on each share, unless the actual value thereof Is in excess 
of $100 per share, in which case the tax shall be 2 cents on each $100 of actual 
value or fraction thereof: Provided, That It Is not Intended by this title to 
impose a tax upon an agreement evidencing a deposit of stock certificates as 
collateral security for money loaned thereon, which stock certificates are not 
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actually sold, nor upon such stock certificates so deposited : Provided further. 
That the tax shall not be imposed upon deliveries or transfers to a broker for 
sale, nor upon deliveries or transfers by a broker to a customer for whom and 
upon whose order he has purchased same, but such deliveries or transfers shall 
be accompanied by a certificate setting forth the facts : Provided further. That 
in case of sale where the evidence of transfer is shown only by the books of 
the company the stamp shall be placed upon such books ; and where the change 
of ownership is by transfer of the certificate the stamp shall be placed upon the 
certificate; and in cases of an agreement to sell or where the travisfer is by 
delivery of the certificate assigned in blank there shall be. made and delivered 
by the seller to the buyer a bill or memurandum of su(*h sale, to which the 
stamp shall be affixed; and every bill or memorandum of sale or agreement 
to s^ before mentioned shall show the date thereof, the name of the seller, 
the amount of the sale, and the matter or thing to which it refers. Any per- 
son or persons liable to pay the tax as herein provided, or anyone who acts in 
the matter as agent or broker for such person or persons who shall make any 
such sale, or who shall in pursuance of any such sale deliver any stock or 
evidence of the sale of any stock or bill or memorandum thereof, as herein re- 
quired, without having the proper stamps affixed thereto with intent to evade 
the foregoing provisions shall be deemed guilty of a misdemeanor, and upon 
conviction thereof shall pay a fine of not exceeding $1,000, or be imprisoned not 
more than six months, or both, at the discretion of the court. 

Subdivision 5. Produce, sales of, on exchange: Upon each sale, agreement 
of sale, or agreement to sell, including so-called transferred or scratch sales, 
any products or merchandise at any exchange, or board of trade, or other 
similar place, for future delivery, for each $100 in value of the merchandise 
covered by said sale or agreement of sale or agreement to sell, 2 cents, and 
for each additional $100 or fractional part thereof in excess of $100, 2 cents: 
Prwfidedj That on every sale or agreement of sale or agreement to sell as 
aforesaid there shall be made and delivered by the seller to the buyer a bill, 
memorandum, agreement, or other evidence of such sale, agreement of sale, 
or agreement to sell, to which there shall be affixed a lawful stamp or stamps 
in value equal to the amount of the tax on such sale: Provided further. That 
sellers of commodities described herein, having paid the tax provided by this 
subdivision, may transfer such contracts to a clearing house corporation or 
association, and such transfer shall not be deemed to be a sale, or agreement 
of sale, or an agreement to sell within the provisions of this act, provided 
that such transfer shall not vest any beneficial interest in such clearing house 
association, but shall be made for the sole purpose of enabling such clearing 
house association to adjust and balance the accounts of the members of said 
clearing house association on their several contracts. And every such bill, 
memorandum, or other evidence of sale or agreement to seU shall show tbe 
date thereof, the name of the seller, the amount of the sale, and the matter 
or thing to which it refers; and any person or persons liable to pay the tax 
as herein provided, or anyone who acts in the matter as agent or broker for 
such person or persons, who shall make any such sale or agreement of sale, 
or agreem^it to sell, or who shall. In pursuance of any such sale, agreement of 
sale, or agreement to sell, deliver any such products or merchandise vrithout 
a bin, memorandiiiii, or other evidence thereof, as herein required, or who 
shall deliver such bill, memorandum, or other evidence of sale, or agreement 
to sell, without having the proper stamps affixed thereto, with intent to evade 
the foregoing provisions, shall be deemed guilty of a misdemeanor, and upon 
conviction thereof shall pay a fine of not exceeding $1,000, or be imprisoned 
not more than six months, or both, at the discretion of the court 
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That BO bin, memorandum, agreement, or other evidence of todi iale, or 
agreement of sale, or agreement to sell, in case of cash sales of products or 
merchandise for immediate or prompt delivery which in good faith are actually 
intended to be delivered shall be subject to this tax. 

Sec. 1001. That all administrative, special, or stamp provisions of law, in- 
cluding the law relating to the assessment of taxes, so far as applicable^ are 
hereby extended to and made a part of this act, and every person, corporation, 
partnership, or association liable to any tax imposed by this act or for the 
collection thereof shall keep such records and render, under oath, such state- 
ments and returns, and shall comply with such regulations as the Commissioner 
of Internal Revenue, with the approval of the Secretary of the Treasury, may 
from time to time prescribe. 

Sec. 1004. That whoever fails to make any return required by this act or the 
• regulations made under authority thereof within the time prescribed or who 
makes aqy false or fraudulent return, and whoever evades or attempts to 
evade any tax imposed by this act or fails to collect or truly to account for and 
pay over any such tax, shall be subject to a penalty of not more than $1,000 
or to imprisonment for not more than one year, or both, at the discretion of the 
court, and in addition thereto a penalty of double the tax evaded or not col- 
lected or accounted for and paid over, to be assessed and collected in the same 
manner as taxes are assessed and collected in any case in which the punishment 
is not otherwise specifically provided. 

Sec. 1005. That the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, is hereby authorized to make all needful 
rules and regulations for the enforcement of the provisions of this act. 

In pursaance thereof, the following regulations are hereby made, 
prescribed, and promulgated : 

Part 1. 

Regulations promulgated hy the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, for collection of stamp taxes on 
HUes and transfers of shares of stock and like securities. 

DEFINITIONS. 

Abtxcle 1. That for the purpose of these regulations, the term 
^^ sales or transfers " shall be held to include all sales, agreements to 
sell, memoranda of sales, and all deliveries or transfers of legal title, 
except as otherwise specifically provided in these regulations. 

That the word " person " or " every person " or similar term when- 
ever used in these regulations shall include the plural as well as the 
singular, and shall be taken to refer to individuals, partnerships, 
associations, and corporations, except where it is plain from the 
context that a different meaning is intended. 

That wherever the word " exchange " is used in these regulations, 
except as otherwise specifically indicated, it shall be deemed and 
taken to include each and every agent or agency, auction place or 
other meeting place at which stocks are publicly bought, sold, bid for, 
offered, or exchanged, either between the members or patrons of such 
exchange, or as between members and nonmembers, patrons and the 
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public, and it shall include all incorporated and unincorporated asso- 
ciations of individuals, partnerships, and corporations engaged in the 
business of publicly selling, buying, or exchanging shares of stock 
or interests therein. 

The term '' share or shares of stock," when used in these regula- 
tions, except as otherwise therein specificaUy defined, shall be held 
and taken to mean and include the shares and certificates for shares 
of stock representing interests in corporations, and in incorporated 
and xmincopporated associations, as well as voting trust certificates 
for shares, and certificates for shares or interests in shares, ^^ if, as, 
and when issued," and for " rights " therein. 

The terms "clearing house," "clearing house corporation," and 
"cleariQg house association," shall be held and taken to mean and 
include each and every incorporated and unincorporated associa- 
tion of individuals, partnerships, and corporations wholly or partly 
engaged in the business of clearing, settling, or adjusting transac- 
tions in the purchase, sale, receipt, or delivery of shares of stock, 
whether or not the same be a part or department of an exchange or 
an independent body. 

The act, omission, or failure of any official, agent, or other person 
acting for or employed by any association, partnership, or corpora- 
tion within the scope of his employment or office, shall, in every case, 
also be deemed the act, omission, or failure of such association, part- 
nership, or corporation, as well as that of the person or persons. 

REGISTRATION. 

Art. 2. Every person, partnership, corporation, exchange, or clear- 
ing house engaged in whole or in part in negotiating, making, or 
recording sales, agreements to sell, deliveries or transfer^ of shares 
or certificates for shares of stock, or in conductiug or transacting a 
stock-brokerage business, or in the clearing, settling, or adjusting 
of any of the transactions referred to in section 807, subdivision 4 of 
the act, or who shall be engaged in the business of accepting or pro- 
curing the transmission of orders for the sale or purchase or trans- 
fers of stock to be made or executed at or under the rules or customs 
of an exchange in the continental United States, shall, on the first 
day of December, 1917 — and if not on that date engaged in business 
then within ten days after engaging in business, and on the first day 
of July annually thereafter — ^file in the office of the collector of inter- 
nal revenue of the district in which each place of business of such 
person, partnership, corporation, exchange, or clearing house is 
located, or with such other internal-revenue officer as may be here- 
after designated, a statement, under oath, setting forth the full name 
or names of such person or persons, and of all the members of such 
partnership conducting or transacting the business, with the post- 
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office address or addresses of such person or persons, or partnership, 
unless the person so certifying be a corporation, exchange, or clear- 
ing house, in which event it shall set forth its principal office or place 
of business, with the names and addresses of its chief officer, its sec- 
retary, accompanied by a list of its members and their addresses, and 
if incorporated, when and where incorporated, and if not incor- 
porated under what agreement or authority it is conducting such 
business or agency. Such statement shall also specifically set forth 
the character of the business to be conducted, and shall be executed 
and duly acknowledged by the person or persons so conducting or 
intending to conduct said business, or by the president or secretary 
of the corporation or exchange or clearing house. Eadi exchange or 
clearing house shall also file with said collector or other designated 
internal-revenue officer a copy of its constitution, charter, agreement 
of association, by-laws, rules and regulations, and of all amendments 
thereto, as the same may from time to time be adopted, and the names 
and addresses of new members as from time to time admitted to 
membership. 

The said statement shall f uilher contain information as to whether 
the person executing the same has been licensed under any State laws 
or under any other provision of Federal law ; and if so, the dates and 
places at which any such licenses were issued. Such statements shall 
be made upon forms to be furnished upon application to the collector 
of internal revenue. 

RECORD OF REGISTRATION KEPT BY COLLECTOR. 

Art. 8. Every collector or other designated internal-revenue officer 
shall file and preserve each statement of registration made to him in 
accordance with these regulations, and shall issue to such person, 
partnership, exchange, clearing house, or corporation a certificate of 
registry, showing the date of issue, the name of the person or persons, 
or exchange, clearing house, or corporation, conducting the business, 
the nature of the business for which the license is granted, and the 
date of expiration of said registry, which certificate shall be signed 
by the collector or other designated internal-revenue officer, and shaU 
be posted in some prominent place in the office of said person, partner- 
ship, ^change, clearing house, or corporation during the period for 
which issued. If such business is conducted at more than one place, 
a certificate shall be so posted in each such place of business. 

RATE OF TAXATION. 

Aw. 4. In the case of shares or certificates of stock having a fttce 
(or par) value, the amount of the tax shall be based upon the total 
face value of the shares involved in any sale or agreement to sell 
or memorandum of sale, delivery, or transfer, and shall be at tihe' 
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rate of 2 cents for each $100 of such total face value or fraction 
thereof, whether such aggregate face value is greater or less than $100. 
Thus where the total face value of the shares or certificates of stodc, 
agreement to sell, or memorandum of sale involved in any such trans- 
action is less than $100, the amount of such tax shall be 2 c^its; 
where the total face value exceeds $100 but is $200 or less, the amount 
of such tax shall be 4 cents, and on all fractions of $100 of face value, 
the tax shall be 2 cents; and where such shares of stock are without 
face (or par) value, the tax shall be 2 cents on the transfer or sale 
or agreement to sell on each share, unless the actual value thereof 
is in excess of $100 per share, in which case the tax shall be 2 cents 
on each $100 of actual value or fraction thereof. 

TRANSAOnONS NOT TAXABLE. 

Art. 5. No tax is imposed upon an agreement evidencing a deposit 
of stock certificates as collateral security for money loaned thereon, 
which stock certificates are not actually sold or intended to be sold 
nor as to which there is no change of ownership or interest nor upon 
such stock certificates so deposited. 

Nor upon deliveries or transfer to a broker for sale, nor upon 
deliveries or transfers by a broker to a customer for whom and upon 
whose order he has purchased the same, provided such deliveries 
or transfers shall be accompanied in each case by a certificate set- 
ting forth the facts, such certificates to be substantially in the fol- 
lowing form.: 

(a) (In the case of a transfer to a broker) — 

" We hereby certify that we have no ownership, or In- 
« terest, in * * * shares of the stock above transferred, 
the transfer by the owner to us being merely for the pur- 
pose of sale." 

(6) (In the case of a transfer by a broker) — 

"We hereby certify that the transfer of ♦ ♦ ♦ of 
the within shares to the names indicated by the star is 
made solely to complete the purchase made by us for our 
customer, and we have no ownership or interest therein.*' 

No broker who has filed a certificate under the foregoing clause 
(a) of this ruling shall file a certificate under the foregoing clause^ 
{b) with reference to the transfer of any shares of stock covered by 
the certificate filed by him under clause (a). 

Nor upon transfers or deliveries to a clearing house for the 
sole purpose of clearing or adjusting accounts between members, 
where no beneficial interest is vested in said clearing house or 
clearing association and there has been no change of title or inter- 
est: Provided^ The exchange shall by appropriate by-laws or regola- 
tiooB require from its members that all transactions of such members 
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in shares of stock be promptly reported to such clearing house to 
the end that the stamp taxes thereon may be collected and that no 
other clearances or settlements or trading in balances shall be per- 
mitted. All transactions, actual or otherwise, except as in the act 
are exempt, shall be subject to the tax. 

No provision, by-law, rule, or custom of any exchange, or similar 
institution, inconsistent with any requirement or provision of the 
•act or any regulations thereunder, nor any collateral or additional 
agreement or understanding, either verbal or written, respecting 
the subject matter of such sales or transfers, or the settlement or 
fulfillment thereof, which is inconsistent or in conflict with any 
requirement of said act or of these regulations, shall exempt any 
person from the payment of the tax provided for under said act. 

DELIVERY OF MEMORANDUM OP SALES. 

Art. 6. Every person who makes sales, or agreements to sell, or 
memoranda of sales or deliveries of, or transfers of the legal or bene- 
ficial title to shares of stock, at, in or on any exchange or similar 
place of business, and every person who makes any agreement to sell 
stock or makes a transfer of stock by delivery of the certificate there- 
for assigned in blank, shall as a part of every such transaction, 
promptly make and deliver to the buyer a bill, or memorandum of 
sale, or agreement to sell, duly signed by the principal or his agent, 
which shall show the date of the transaction evidenced by it, the 
names of the seller and buyer, the shares of stock to which it relates, 
the number of shares and the price per share of said stock, and shall 
bear a number upon the face thereof. No more than one such bill or 
memorandum made by the seller on any given day shall bear the 
same number: Provided^ however^ That no single transaction of a 
purchase\)r sale that is made upon an exchange by one member for 
another member shall require to be evidenced by more than one 
stamped memorandum of sale or agreement to sell. 

AFliXING AND CANGELLATION OF STAMPS. 

Art. 7. In case the transfer is effected by delivery of the certificate 
of stock assigned in blank the stamp shall be affixed to the bill, 
memorandum, or agreement to sell. 

In case the change of ownership is by transfer of the certificate of 
stock, the stamp shall be affixed to the certificate, and in no event 
shall any company or registrar or transfer agent accept or transfer 
any shares of stock or certificates therefor unless stamps for all 
transfer tax required to be affixed to the certificate are attached 
thereto properly canceled. 

In case the jBvidence of the transfer is shown only by the books 
Qt the company the stamp shall be placed upon the boolra. 
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In all other cases the payment shall be evidenced by affixing the 
stamp upon the memorandum or agreement of sale to be delivered 
by the seller to the buyer. 

The person using or affixing a stamp shall write or stamp thereon, 
in ink, his initials and the day, month, and year on which the same 
shall be used or affixed, or shall by cutting or cancelling said stamp 
with a machine or punch affixing his initials and date as aforesaid, 
so deface the stamp as to render it unfit for reuse. In addition ta 
the foregoing, stamps of the value of 10 cents or more shall have 
three parallel incisions made by some sharp instrument lengthwise 
through the stamp after the same has been attached to the bill, 
memorandum, or other evidence of sale or transfer of stock, provided 
this will not be required where stamps are canceled by perforation. 
The cancellation by either method should not so deface the stamp 
as to prevent its denomination and genuineness from being readily 
determined. 

RECORDS OF BALES OR TRANSFERS OF STOCK. 

Art. 8. All persons who are wholly or partly engaged in the busi- 
ness of buying, selling, or transferring shares of stocky whether at 
public or private sale, or whether or not they are members of an 
exchange, including persons engaged in transactions known as 
" matched," or " on-order," or " pass-outs," or by any other name or 
term at, on, or in any exchange or similar place, whether or not such 
transactions are cleared, adjusted, or settled through a clearing house 
or directly between seller and buyer, or otherwise, shall keep a record 
showing — 

(a) The date of the transaction. 

(b) The name of the seller or transferror. 

(c) The name of the purchaser or transferee. 

(d) If the order was executed on an exchange, the name of the 

person who executed the order. 

(e) Whether the transaction is a purchase or sale. 

(f ) The name of the coi*poration the stock of which is the subject 

of the sale and the number of shares thereof. 

(g) Whether the stock was listed on an exchange. 

(h) Whether the stock was cleared through a clearing house. 

(i) The face or par value of the stock. 

(j) The price of the stock if there is no face or par value, 

(k) Whether the shares were borrowed or loaned. 

(1) Whether the transaction was " matched," " on-order," a " pass- 
out," or a '^ scratched sale," or any other kind of sale ex 
purchase. 

(m) The amount of tax paid* 
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(n) The identifying .number of the bill or memorandum of sale, 

as required by article 6 of these regulations, 
(o) The origin of the order, whether domestic (referring to the 
Continental United States), or foreign (referring to other 
countries). 
Pisrsons using such forms may incorporate therein additional col- 
umns that would be of use to them, such columns to be placed after 
the columns containing the information herein required, so as not 
to interfere with the columns and headings hereby prescribed. These 
records must be in book form, and all entries therein must be legibly 
written in ink and the records kept for a period of at least two years. 
Such record forms will not be supplied by the department. 
The form of record required shall be as follows: 

76551**— V0L19— 17 2& 
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KETUBNS BY FEBSONS MAKING SAUSS. 

Art. 9. All persons who are wholly or partly engaged in the busi- 
ness of buying, selling, or transferring shares of stock at, in, or on 
an exchange, whether or not such sales, purchases, or transfers shall 
be made, cleared, settled, or adjusted through a clearing house; shall 
on or before the fifteenth day of each month, and at any other time 
or times that may be designated by the Commissioner of Internal 
Bevenue, render under oath a true return of all such sales and pur- 
chases to said conmiisioner for the preceding month or for any other 
period designated by the commissioner, containing in detail the fol- 
lowing data and information: 

(a) The month for which the return is made. 

(b) The name and address of the person, partnership, corporation, 

or association making the return. 

(c) The number of shares of stock sold and purchased on such ex- 

change and cleared by its clearing agency or association. 

(d) The number of shares of stock sold and purchased on such ex- 

change that were not cleared by its clearing agency or 
association. 

(e) In respect of shares having a face (or par) value: 

(1) The aggregate face value of all shares, not including 

any fraction of less than $100 of face value involved 
in any transaction. 

(2) The number of fractions of less than $100 of face value 

involved in all transactions. 

(f) In respect of shares having no face (or par) value: 

(1) As to such shares of an actual value in excess of $100 

per share — 

(A) The ag^egate actual value of all shares, not 

including any fraction of less than $100 in- 
volved in any transaction. 

(B) The number of fractions of less than $100 in- 

volved in all transactions in such shares. 

(2) As to such shares of an actual value of $100 or less per 

share— 

(A) The total number of such shares. 

(g) As to shares purchased, the same information and detail re- 

quired for shares sold, transferred, and delivered required 
under (e) and (f ) for shares sold, transferred, or delivered. 

(h) The number of shares of stock borrowed. 

(i) The number of shares of stock loaned. 

(j) The number of shares of loaned stock returned. 

(k) The number of shares of borrowed stock returned. 

(1) The amount of tax paid« 
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(m) The amount in dollars of stamps purchased during the month. 

(n) The amount in dollars of stamps on hand on the last day of 
the month for which return is being made. 

Such returns shall be made upon forms furnished upon application 
by the internal revenue collector or other designated officer. 

The Commissioner of Internal Eevenue may, from time to time, 
require any person wholly or partly engaged in the business of 
buying, selling, or transferring shares of stock, whether at public 
or private sale, and whether or not such sale shall be made on an 
exchange or cleared, settled, or adjusted through a clearing house 
to render under oath returns of all such transactions upon forms 
prescribed by him. 

BETUKNS BY CLEARING HOUSES. 

Abt. 10. Every clearing house or committee or body through or 
by which clearing is done shall, on or before the fifteenth day of each 
month, and at any other time designated by the Commissioner of 
Internal Bevenue, render in writing under oath to the Commissioner 
of Internal Revenue a return for the preceding month, or for any 
other period that may be designated by the commissioner, of all 
facts in their possession relating to any and all such transactions, 
and showing in detail : 

(a) The month for which return is made; 

(b) The name and address of the clearing house or similar busi- 

ness, agency, or institution making the return ; and 

(c) The number of shares of stock directed to be received and the 

number of shares of stock directed to be delivered and 

cleared, settled, or adjusted for each member during the 

month or period for which the return is made. 

Such return shall be made upon the forms to be furnished upon 

application by the collector of internal revenue or other designated 

officer. 

If any person who negotiates sales or transfers of stock on a stock 
exchange, shallappoint in writing the clearing house for such ex- 
change upon which such sale or transfers are made, if any, his 
agent for the purposes hereinafter indicated, such clearing house 
being approved by the Commissioner of Internal Revenue, and shall 
make a written return, statement or sheet, to such clearing house 
containing a full disclosure on each business day of all such trans- 
actions, both such as are clearable and non-clearable, of the preceding 
day in shares of stock that are listed or permitted to be dealt in by 
such member on such exchange, also which if any of such stocks 
are loaned or borrowed, then in that event such return, statement, 
or sheet delivered to the clearing house shall be deemed to be the 
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bill, or memorandum of sale, or agreement to sell, required under 
section 807, subdivision 4, of the act approved October 8, 1917, and 
such clearing house is hereby authorized to affix to such return, 
statement, or sheet the amount of stamps required for each sale or 
agreement to sell or memorandum of sale for delivery or transfer 
of such stock indicated thereon, and to cancel the stamp so affixed. 
The affixing and cancellation of such stamps by the clearing house 
shall be held to be that of the person making such sale or agreement 
to sell, or memorandum of sale, for delivery or transfer of such 
stock. The returns, statements, or sheets made to the clearing house 
shall in respect of each sale show the date thereof, the name of the 
seller, the name of the buyer, the amount of the sale, and the name 
of the stocky certificates, voting shares, or other things traded in, 
but a return for more than one sale may be upon the same return, 
statement, or sheet, and no settlement of differences or other dealings 
between members shall be permitted that wiU interfere with the full 
disclosure of the whole transaction. 

Said clearing house shall preserve the returns, statements, or sheets 
so made and stamped for at least two years. 

But such return, statement, or sheet to the clearing house shall not 
relieve the person from making the monthly return required by 
these regulations. 

Wherever any clearing house association or similar body carries 
upon its sheets or records information or reports of transactions 
showing the transfer by one of its members of an account of a cus- 
tomer without change of ownership of the securities of the customer, 
there shall be kept by the members of such clearing house or body 
concerned in such transaction, a record showing the particulars 
of such transaction. 

SUBSTITUTE RETURNS — AGENTS. 

Art. 11. If any person or clearing house required to make any 
return by law, or the regulations thereunder, shall fail or refuse to 
make such return within the time prescribed, such return may be 
made by an internal revenue officer, upon inspection of the books and 
papers of the person or clearing house required to make such re- 
turns ; but the making of such return by an internal revenue officer 
shall not relieve the person or clearing house in default from any 
penalty incurred by reason of the failure to make such return. 

Any officer designated by the Commissioner of Internal Revenue 
shall have authority to examine the books, papers, and records kept 
pursuant to these regulations and may require the production of any 
other books, records, papers, or statements of account, necessary to 
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determine any liability to the tax imposed by the act, or to the observ- 
ance of the provisions of the regulations made in accordance there- 
with. 

SALE OF STAMPS. 

Art. 12. No person other than a collector of internal revenue, or 
duly authorized deputy collector of internal revenue, an Assistant 
Treasurer, or other United States designated depositary shall sell 
or expose for sale, give away, traffic in, trade, barter, lend, bor- 
row, or exchange any stamp, issued pursuant to these regulations. 
No person shall buy or receive any such stamps or have the same 
in his possession or under his control, unless such stamps have been 
purchased directly from tl>e collector of internal revenue. Assistant 
Treasurer, or other United States designated depositary, in the dis- 
trict in which the stamps are to be used. 

All requisitions for stamps to be used under these regulations, 
shall be made in writing, in ink, on a form prescribed by the Com- 
missioner of Internal Revenue, to the collector of internal revenue, 
or to an Assistant Treasurer, or other designated depositary, in 
the internal-revenue district in which the stamps are to be used, 
giving the date thereof, the number and denomination of stamps 
applied for, and the name and address of the purchaser, and shall 
be signed in ink by the person receiving the stamps. 

The collector of internal revenue to whom such requests are made 
shall keep a record thereof, and shall keep the requisitions separate 
and apart from all other requisitions for stamps, and preserve them 
in his office for a period of two years. Any Assistant Treasurer or 
designated depositary of the United States, receiving requisitions 
for such stamps shall keep a record of each such requisition and at 
the end of each month shall file such requisitions with his monthly 
report to the collector of internal revenue of the district in which 
said Assistant Treasurer or other designated depositary is located. 

The stamps to be used under these regulations shall be of such 
kind and color as are prescribed by the Commissioner of Internal 
Bevenue. 

NOTE. 

For the provisions as to fines and penalties applying particularly 
to violations or attempted evasions of the act or of these regulations, 
reference is made to sections 802, 803, 807, subdivisions 4 and 5, and 
1004 of the "Act to provide revenue to defray war expenses and 
for other purposes," approved October 8, 1917. The provisions of 
the internal-revenue laws of the United States, so far as applicable, 
including sections 3173, 3174 and 3176, of the Revised Statutes, as 
amended, apply to said act. 
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Pabt 2. 

Regulations promulgated hy the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, for the collection of stamp taxes 
upon sales of products or merchandise on exchanges for future delivery. 

DEFINITIONS. 

Art. 1. That for the purposes of these regulations the term " sale '■ 
or "' contract of sale '' shall be held to include all sales, or agreements 
of sale, or agreements to sell, including so-called transfers or 
" scratched sales." 

The word " person " or " every person," or similar term, whenever 
used in these regulations, shall include the plural as well as the 
singular, and shall be taken to refer to individuals, partnerships, 
associations, and corporations, except where it is plain from the con- 
text that a different meaning is intended. 

The word ^' exchange " as used in these regulations, except as other- 
wise specifically .indicated in the regulations, shall be deemed and 
taken to indude each and every agent or agency, auction place, or 
other meeting place at which produce or merchandise for future 
delivery is publicly bought, sold, bid for, offered, or exchanged, or 
contracts for such future delivery are made, either between the 
members or patrons of such exchange, or as between members and 
nonmembers, patrons, and the public, and it shall include all incor- 
porated and unincorporated associations of individuals, partnerships, 
and corporations engaged in the business of publicly selling, buying, 
or exchanging products or merchandise for future delivery. 

The term ^^ clearing house " shall be held to mean each and every 
clearing-house corporation, clearing-house association, or incorpo- 
rated and unincorporated association, carried on for the purpose of 
clearing, settling, and adjusting transactions in purchasing, selling, 
receiving, or delivering products or merchandise, whether such clear- 
ing house be a part or department of an exchange or an independent 
body. 

The act, omission, or failure of any official, agent, or other person 
acting or employed by any person, association, partnership, or cor- 
poration, within the scope of his employment or office, shall in every 
case also be deemed the act, omission, or failure of such person, asso- 
ciation, partnership, or corporation. 

BBGISTRATION. 

Abt. 2. Every person engaged in whole or in part in making con- 
tracts of sale of any product or merchandise or commodity at, on, or 
in, or under the rules or customs of any exchange for future delivery, 
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or engaged in the business of accepting or procuring the transmis- 
sion of such contracts of sale, to be executed on any exchange, and 
every exchange and every clearing house shall, on the first day of 
December, 1917, and if not on that date engaged in business, then 
within ten days after engaging in business, and on the first daj of 
July annually thereafter file ih the office of the collector of internal 
revenue of the district in which each place of business of such person, 
exchange, or clearing house is located, or with such other internal- 
revenue officer as may be hereafter designated, a statement under 
oath setting forth the full name of such person, if an individual, and 
if a partnership the full names of all the members of such partner- 
ship, with the post-office address of the individual or partnership; 
and if the person filing such statement be a corporation or associa- 
tion it shall set forth its principal office or place of business with 
the names and addresses of its chief officer and its secretary, accom- 
panied by a list of its members and their addresses, and if in- 
corporated when and where incorporated, and if unincorporated, 
under what agreement or authority it is conducting business, to- 
gether with a copy of such agreement. Statements filed in behalf 
of any corporation, association, exchange, or clearing house shall 
be executed and duly acknowledged by the president or secretary 
thereof. Every statement filed by an exchange or clearing house 
shall specifically set forth the character of the business conducted or 
intended to be conducted. Each exchange and clearing house shall 
also file with the said collector or other designated internal-revenue 
officer a copy of its constitution, charter, agreement of association, 
by-laws, and regulations, and all amendments thereto, as the same 
may from time to time be adopted, and the names and addresses of 
new members a-s from time to time admitted to membership. 

The statements required by these regulations shall be made upon 
forms to be prescribed by the Commissioner of Internal Bevenue. 

BECORDS AND CEBTIFIOATES. 

Abt. 3« Every collector of internal revenue or other designated 
internal-revenue officer shall file and preserve each statement or regis- 
tration made to him in accordance with these regulations, and shall 
issue to the person making such statement a certificate of registry 
showing the date of issue, the name of the person, the nature of the 
business for which the certificate is granted, and the date of the ex- 
piration of the registration, which certificate shall be signed by the 
collector or other designated internal-revenue officer, and shall at 
all times during the period for which it is issued be posted in some 
prominent place in the office of the person receiving it. If the busi- 
ness of such person is conducted at more than one place, a certificate 
shall be so posted in each such place of business. 
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THANBAOnONS NOT TAXABLE. 

Art. 4. No tax is imposed on cash sales of products or merchandise 
for immediate or prompt delivery which in good faith, are actually 
intended to be delivered. All sales at an exchange for future de- 
livery are subject to the payment of the tax. 

For the purpose of these regulations "immediate or prompt de- 
livery " shall mean delivery at once or as soon as practicable, and in 
any event within twenty days of the date of the sale or agreement. 
Every sale or agreement not evidenced by a memorandum or contract 
expressly requiring immediate or prompt delivery within the above 
definition shall be deemed to be for future delivery. In all cases in 
which the commissioner is not satisfied from the evidence submitted 
to him that the transaction was in good faith intended to be followed 
by immediate or prompt delivery, within the above definition, the 
seller shall be required to pay the tax as on a sale for future delivery. 

Sellers of products, merchandise, or commodities having paid the 
tax provided by law may transfer such contracts to a clearing-house 
association, and such transfer shall not be deemed to be a sale, or 
agreement of sale, or agreement to sell, within the provisions of the 
act, provided that such transfer does not vest any beneficial interest • 
in the clearing-house association and is made for the sole purpose of 
enabling such clearing-house association to adjust and balance the 
accounts of the members of said clearing-house association on their 
several contracts. 

No provision, by-law, rule, or custom of any exchange, board of 
trade, or similar institution or place of business which is inconsistent 
or in conflict with any requirement or provision of the "Act to pro- 
vide revenue to defray w&r expenses, and for other purposes," ap- 
proved October 3, 1917, or any regulations thereunder, nor any 
collateral, or additional agreement or understanding, either verbal or 
written, respecting the subject matter of such contract or the settle- 
ment or fulfillment thereof, which is inconsistent or in conflict with 
any requirement of said act or the regulations thereunder prMnul- 
gated by the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, shall exempt any person from the 
payment of the tax provided for under section 807, subdivision 5, of 
said act 

HBMORANDA OF SAIiES. 

Art. 6. Every person who makes sales or contracts of sale of any 
product, merchandise, or commodity at, on, or in any exchange for 
future delivery, shall, except as herein otherwise expressly pro- 
vided, deliver to the buyer a bill, memorandum, agreement, or other 
evidence of such sale or agreement of sale, which shall show the 
date thereof, the name of the seller, the name of the purchaser, the 
product, merchandise, or commodity, the quantity thereof to which. 



Digitized by VjOOQIC 



395 

it refers, the price, the aggregate amount of the sale, and the amount 
of the tax to be paid, to which bill, memorandum, agreement, or 
other evidence of sale there shall be affixed a lawful stamp or stamps 
in value equal to the amount of tax on such sale. 

No single sale or contract of sale that is made upon an exchange 
by one member for another shall require to be evidenced by more 
than one such stamped memorandum. , 

If any person making contracts of sale for future delivery of 
any products or merchandise at, in, or on any exchange shall in 
writing appoint the clearing house for the exchange upon which 
such sales are made his agent for the purposes hereinafter indicated, 
such clearing house being approved by the Commissioner of Internal 
Revenue, and shall make a written return or sheet of each such sale to 
such clearing house in accordance with these regulations, the return 
or sheet of the person to the clearing house shall be deemed to be the 
bill, memorandum, or agreement of sale required to be delivered by 
the seller to the buyer, and the clearing house is hereby authorized to 
affix to such return or sheet the amount of stamps required for each 
contract of sale indicated thereon, and to cancel the stamps so affixed ; 
the affixing and cancellation of such stamps by the clearing house to 
be held to be that of the person making such contracts of sale. The 
return or sheet of sales so made to the clearing house shall in respect 
of each sale set forth the date, the name of the seller, the name of the 
purchaser, the amount of the sale, and the matter or things to whidi 
it refers, but a return for more than one sale may be made upon the 
same paper or sheet. The clearing house shall preserve for a term of 
not Isss than two years each return or sheet made to it by any person 
under the foregoing regulations. 

Every clearing house so acting shall include in the monthly re- 
turn to the Commissioner a statement of the amounts of stamps so 
affixed and canceled for each person. The making of such return 
by the clearing -house shall not relieve the person making such sales 
from making the monthly return of his transactions required by these 
regulations. 

The person using or affixing stamps shall write or stamp thereon 
in ink his initials and the day, month, and year on which the same 
shall be used or affixed, or shall, by cutting and canceling the stamp 
with a machine or punch affix his initials and date as aforesaid, so 
deface the stamp as to render it unfit for reuse. In addition to the 
foregoing, stamps of the value of 10 cents or more shaU have three 
parallel incisions made by some sharp instrument lengthwise through 
the stamp after the same has been attached to the document : Provided^ 
This will not be required where stamps are canceled by perforation. 
TLe cancellation by either method should not so deface the stamp as 
to prevent its denomination and genuineness from being readily 
determined.. 
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RBGGBD8 BY ftTCT.T.ieigft AND BUTERS. 

Art. 6. All persons who make sales or contracts of sales, including 
so-called " transferred or scratch sales," ^' pass outs," " pair-offs," or 
'* matched trades," and all other forms of sale of any product or 
merchandise at, on, in, or under the rules, or customs of any exchange 
for future delivery shall keep a record showing : 

(a) Date when contract was made. 

(b) Na;ne and address of the other party to the contract. 

(c) Name of person executing the contract. . 

(d) Whether the transaction is a purchase or sale. 

(e) Quantity of product, merchandise, or commodity involved; 

whether in tons, pounds, bales, bushels, bags, mats, barrels, 
gallons, or other unit of measure or weight, as the case 
may be. 

(f) Name of product, merchandise, or commodity, including (if 

not a basis grade contract) grade, type, sample, or de- 
scription. 

(g) Name of customer. 

(h) Whether the contract is a " basis grade " contract. 

(i) Time specified in contract for delivery. 

(j) Specified price per ton, pound, mat, bale, bag, bushel, barrel, 
gallon, or other unit of measure or weight, as the case 
may be. 

(k) Gross amount of sale or purchase. 

(1) Amount of tax paid. 

(m) Whether the order for sale or purchase was of domestic 
(meaning the continental United States) or foreign origin 
(meaning from countries other than the continental United 
States). 

(n) Date of delivery or settlement. 

(o) Method of fulfillment or settlement. 

Persons who use such forms may incorporate additional columns 
which would be of use to them, such columns to be placed in such 
positions as not to interfere with the columns and headings pre- 
scribed. Such record forms will not be supplied by the department. 

The records required by these regulations shall be legibly written 
in ink and kept separate in books, and contracts of sale for future 
delivery of two or more distinct products or merchandise shall be 
kept separate. Any person who executes or makes such contracts of 
sale shall preserve the trading cards, memoranda, or slips of each 
transaction, and the purchaser shall preserve the bill, memorandum, 
or evidence of sale to which the stamps are affixed, for the period of 
two years. 

The form of the record required by these regulations shall be as 
follows: 
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BEGOBDS TO BE KEPT BY CLEABING HOUSES. 

Art. 7. All persons who act in the capacity of a clearing house or 
clearing association shall keep a record showing: 

(a) Name of person for whom each contract is cleared. 

(b) Date when contract was made. 

(c) Whether the transaction is a purchase or sale. 

(d) Quantity of product, merchandise, or commodity involved, 

whether in tons, pounds, bales, bushels, bags, mats, barrels, 
gallons, or other unit of measure or weight, as the case 
may be. 

(e) Name of product, merchandise, or commodity, including (if 

not a basis-grade contract) grade, type, sample, or descrip- 
tion. 

(f ) Whether the contract is a basis-grade contract. 

(g) Time specified in contract for delivery, 
(h) Date of settlement. 

(i) Method of settlement. 

Records of sales for future delivery of two or more distinct prod- 
ucts or merchandise must be kept separate. 

BETI7BNS BY MEMBERS OF EXCHANGES. 

Art. 8. All persons who make contracts of sale of any commodity, 
product,, or merchandise, at, on, or in any exchange, board of trade, 
or other similar place of business, for future delivery, whether such 
contracts shall be cleared and adjusted through a clearing house, or 
clearing association, or directly between the seller and buyer, or 
otherwise, shall on or before the fifteenth day of each month, and 
at any other time required by the Commissioner of Internal Eevenue, 
make return, in writing, to the Commissioner of Internal Eevenue, 
or some officer designated by him, for the preceding month or any 
other period, verified before some officer authorized to administer 
oaths, showing: 

(a) The number of contracts of sale and purchase of each product, 

merchandise, or commodity brought forward from the pre- 
ceding month. 

(b) The number of contracts of sale and purchase of each product, 

merchandise, or commodity during the current month. 

(c) The month in which the products, merchandise, or commodity 

is to be delivered. 

(d) The method of settlement of each contract, i. e. whether by 

"actual delivery," "notice," "ring," "direct," "transfer," 
or "scratch sale," "pair off," or "matched," "pass out," 
"set-off," "give up," through a clearing house or clearing 
association, or otherwise. 
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(e) The gross amount of the contracts of sale. 

(f ) The tax paid thereon. 

(g) The number of contracts both of purchase and sale left open 

at the end of the month. 

(h) The amount of stamps on hand from preceding month. 

(i) The amount of stamps purchased during month. 

(j) The amount of stamps used during month. 

(k) Balance of stamps on hand at end of month. 

(1) The origin of the order of the contracts, whether domestic or 
foreign. 

Such returns shall be made upon forms to be furnished, upon 
application, by the collector of internal revenue, or other designated 
officer of the district in which the exchange, board of trade, or other 
similar place is located. 

KETUBNS BY GLBABINO HOUSES. 

A.RT. 9. Every clearing house, or clearing association, shall on or 
before the 15th day of each month, and at any- other time required, 
render in writing, under oath, a return, for the preceding month 
or for any other period designated, to the Commissioner of Internal 
Revenue of all facts in their possession showing: 

(a) The number of contracts "long " and " short " for each mem- 

ber brought forward from the preceding month. 

(b) The number of contracts bought or sold by each member of 

the association. 

(c) The number of tons, pounds, bales, bushels, bags, mats, bar- 

rels, or gallons, or other units of weight or measure in- 
volved in such constracts, as the case may be. 

(d) The month in which such product, merchandise, or commodity 

is to be delivered. 

(e) The method of settlement of said contracts — i. e., whether by 

" set-off," " notice," or " delivery," or by any other method. 

(f ) The number of open contracts " long " and " short " for each 

member carried to the following month. 
Such returns shall be made upon forms to be furnished, upon appli- 
cation, by the collector of internal revenue of the district, or other 
designated officer, in which the clearing house or clearing associa- 
tion is situated. 

PAILURB TO MAKE BETDBNS — ^AGENTS. 

Art. 10. If any person, or clearing house or clearing association, 
required to make returns by this act, or the regulations thereunder, 
shall fail, or refuse to make any return within the time prescribed in 
these regulations, or designated by the Commissioner of Internal 
Revenue, then the same shall be made by an internal-revenue officer, 
upon inspection of the books and papers of the person, or clearing 
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house, or clearing association, so required; but the making of said 
return by an internal-revenue officer shall not relieve the person in 
default, from any penalty incurred by reason of his failure to make 
such return. 

Any officer designated by the Commissioner of Internal Revenue 
shall have authority to examine the books, papers, and records kept 
pursuant to these regulations, and may require the production of any 
other books, records, papers, or statements of account, necessary to 
determine any liability to the tax imposed by this act, or the observ- 
ance of the provisions of the regulations made in accordance there- 
with. 

SALE OF STAMPS. 

Abt. 11. No persons other than a collector of internal revenue, 
or duly authorized deputy collector of internal revenue, assistant 
treasurer, or designated depositary of the United States, in the dis- 
trict in which is located an exchange, shall sell or expose for sale, 
traffic in, trade, barter, or exchange any stamp required by law or 
by these regulations to be used for the payment of taxes upon sales 
or contracts of sale of any product or merchandise for future delivery. 

All requisitions for such stamps shall be made in writing on .a 
form prescribed by the Commissioner of Internal Revenue to the 
collector of internal revenue, an assistant treasurer, or designated 
depositary in the internal-revenue district in which the stamps are 
to be used, giving the date thereof, the number and denomination 
of stamps applied for, and the name and address of the purchaser, 
and shall be signed in ink by the person receiving the stamps. If 
the requisition for such stamps shall be made to any assistant 
treasurer or designated depositary of the United States, such as- 
sistant treasurer or designated depositary shall keep a record 
thereof, and at the end of each month shall file such requisitions with 
his monthly report with the collector of internal revenue of the dis- 
trict in which said assistant treasurer or designated depositary is 
located. The collector of internal revenue shall keep the requisitions 
for such stamps made to him and those filed by such assistant 
treasurer or designated depositary separate and apart from all 
other requisitions for stamps and preserve them in his office for a 
period of two years. 

The stamps shall be of a color and design prescribed by the Com- 
missioner of Internal Revenue. 

NOTE. — TISJSB JLND PENALTIES — ^ENFOKCEMENT. 

For the provisions as to fines and penalties applying particularly 
to violations or attempted evasions of the act or of these regulations 
reference is made to sections 802, 803, 807, subdivision 5, and 1004 
of the "Act to provide revenue to defray war expenses, and for 
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other purposes,'* approved October 3, 1917. The provisions of the 
internal-revenue laws of the United States, so far as applicable, 
including sections 3178, 3174, 3175, of the Bevised Statutes, as 
amended, apply to said act. 

Daniel C. Roper, 
Oommiaaianer 0/ Internal Revenue. 
Approved: 

W. G. MoAdoo, 
Secretary of (he Treasury, 



(T. D. 2609.) 
Income amd excess-profits taxes, 

RegalationB concerning inventories of merchandise, etc., and of securities held by 

dealers. 

Trbasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. O., December 19, 1917. 
To collectors of internal revenue, revenue agents, amd others concerned: 

(1) For the purposes of income and excess-profits tax returns, in- 
ventories of merchandise, etc., and of securities will be subject to the 
followmg rules: 

A. Inventories of supplies, raw materials, work in process of pro- 
duction, and unsold merchandise must be taken either (a) at cost or 
(b) at cost or market price, whichever is lower, provided that the 
method adopted must be adhered to in subsequent years, unless 
another be authorized by the Commissioner of Internal Revenue. 

B. A dealer in securities who, in his books of account, regularly 
inventories unsold securities on hand either (a) at cost or (b) at cost 
or market price, whichever is lower, may, for purposes of income and 
excess-profits taxes, make bis return upon the basis upon which his 
accounts are kept; provided that a description of the method em- 
ployed shall be included in or attached to the return, that all the 
securities must be inventoried by the same method, and that such 
method must be adhered to in subsequent years, unless another be 
authorized by the Commissioner of Internal Revenue. 

C. Gain or loss resulting from the sale or disposition of assets in- 
ventoried as above must be computed as the difference between the 
inventory value and the price or value at which sold or disposed of. 

(2) In all other cases inventories must be taken at cost or at value 
as of March 1, 1913, as the case may be. 

Daniel C. Ropes, 
Commissioner of Internal Revewae. 
Approved: 

W. G. McAdoo, 

Secretary oj (he Treasury. 

76551**— VOL 19—17 ^26 
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(T, D. 2610-) 

Exuu-jrojiU tarn. 

GoofltractioR of termB ''tangible property** and "intangible property" aa need in 
section 207, war-revenue act of October 3, 1917. 

Tbbasubt Dbpabtmbitt, 
Qffiob of Commissioner of Intbbnal Rbybnub, 

WcuihingUmj D. C, December 20, 1917. 
To edUectors of intemai reoeauej revenue agents, and others concemei: 
The term ''other intangible property" as used in section 207 will be 
construed to mean property of a character similar to good will, trade- 
marks, and the other specific kinds of property enumerated in the 
same clause. With respect to property not clearly of such a char- 
acter, rulings will be issued as occasion may demand to indicate 
whether it shall be regarded as tangible or intangible. 

To date the following classes of property have been construed to 
be tangible property- within the meaning of section 207: Stocks 
bonds, bills and accounts receivable, notes and other evidences of 
indebtedness. 

Daniel C. Ropeb, 
Ccmmiesumer of Intemai Revenue. 
Approved: 

W. Q. MoAdoo, 

Secretary of ike Treasury. 



(T. D.2611.) 

Excess-profits tax. 

Salary allowancee in the case of partneFahips and of individuals engaged in trade or 

busineaB. 

Treasuby Department, 
Office of Commissioner of Internal Revenue, 

Washin,ffton, D. C, December £0, 1917. 
To coUectcrs of intemai revenue, revenue agents, and others concemei: 

(1) In computing net income for purposes of the excess^profits tax 
a partnership will be allowed to deduct as an expense reasonable sal- 
aries or compensation paid to individual partners for personal services 
actually rendered during the taxable year, if the payments are made 
ID accordance with prior agreements and are properly recorded on 
the books of the partnership. In no case shall the salaries or compen- 
sation so deducted be in excess of the salaries or compensation cus- 
tomarily paid for similar services under like responsibilities by cor- 
porations engaged in like or similar trades or businesses. 

With respect to any period prior to March 1, 1918, where no pre- 
vious agreement has been made as to salaries or compensation a simi- 
lar deduction will be allowed for services actually rendered. 
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Iq the case of a foreiga partaenhip the deduction shall be limited 
to those portions of salaries or compensation which are paid for serv- 
ices rendered with respect to trade or business carried on in the 
United States. 

A partner in his individual capacity is, however, subject to the 
excess-profits tax, if any, at the 8 per cent rate imder section 209 with 
respect to any salary or compensation from the partnership for per- 
sonal services (including any amounts allowed to the partnership as a 
deduction for the period prior to March 1, 1918). 

(2) An individual carrying on a trade or business having an in- 
vested capital may designate a reasonable amount as salary or com- 
pensation for personal service actually rendered by him in the conduct 
of such trade or business. In no case shall the amount so designated 
be in excess of the salaries or compensation customarily paid for sim- 
ilar service under like responsibihties by corporations or partnerships 
eng^'ged in Uke or similar trades or businesses. 

In the case of a nonresident aUen individual, the amount shall 
be limited to that portion of the salary or compensation which is for 
service rendered with respect to trade or business carried on in the 
United States. 

An individual is, however, subject to the excess-profits tax, if any, 
at the 8 per cent rate under section 209 with respect to the amount 
so designated, and the balance of the income derived from such trade 
or business shall be subject to the graduated rates prescribed in sec- 
tion 201. 

Daniel C. Ropeb, 
CimMmisiuyaer of Internal Revenue. 

Approved: 

W. Q. MoAdoo, 

Secretary of the Treasury. 



(T. D. 2612.) 
Excess-profits tax. 

Individual partners nontaxable as to abares in partnership profits, but taxable as to 
salaries received from partnership. 

Tbeasuby Depabtmbnt, 
Qffiob of Commissionbb of Intbbnal Revenue, 

Washmgtan, D. G., December 20, 1917. 
To collectors of internal revenue, revenue agents, and others corhcemed: 

A partner in his individual capacity will not be considered as 
engaged in trade or business with respect to his share in the profits 
of the piurtnorship, and consequently will not be subject to excess- 
profits tax thereon. He is, however, subject to the excess-profits tax, 
if any, at the 8 per cent rate under section 209 with respect to any 
salary or compensation from the partnership for personal services 



Digitized by VjOOQIC 



404 

(including any amounts allowed to the partnership as a deduction for 
the period prior to March 1, 1918). 

Dakibl C. Ropbb, 
Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2613.) 

Excess-profits tax. 

Deduction allowed to partnerships for interest on bona fide loans by partners. 

Tbbasuby Depabthbnt, 
Office of Commissioner of Internal Revenue, 

Washington, D. 0., December 20, 1917. 
To collectors ofinJUmal revenue, revenue agents, and others concerned: 

In computing net income for purposes of the excess-profits tax a 
partnership will be allowed to deduct amounts paid during the year 
to an individual partner as interest upon any bona fide loan> but no 
deduction for so-called interest upon capital wiU be recognized. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved: 

W. G, McAdoo, 

Secretary of {he Treasury. 



(T. D. 2614.) 
Excess-profits tax. 

When a return of information as to the invested capital and net income for the prewar 
period wiU not be required. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, December 20, 1917. 
To collectors of internal revenue, revenue agents, and others concerned: 
For the purposes of the excess-profits tax a return of information 
with respect to the invested capital and net income for the prewar 
period will not be required of a corporation, partnership, or indi- 
vidual in the following cases: 

(1) If the taxpayer accepts the minimum percentage, viz, 7 per 
cent, as the percentage to be used in computing the deduction under 
section 203; or 

(2) If the trade or business is taxable only at the 8 per cent rate 
under section 209. 
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The forgoing must not be construed as not requiring a return of 
information as to all facts which may be necessary for the ascertain- 
ment of the capital and income lor the taxable year whenever such a 
return is required by the Commissioner of Internal Revenue. 

Daniel C. Hopes, 
Commissioner of Intemdl Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2615.) 
Corporation tax. 

Extending time in which to file returni of annual net income by corporation! pur- 
suant to the requirements of Titles I and II of the act of October 3, 1917, for a 
fiscal year ended on the last day of some month during the year 1917 (except 
Dec. 31, 1917). 

Tbeasuet Department, 

Office of Commissioneb of Internal Revenue, 

Washington, D. C, December IS, 1917. 
To collectors of intemdl revenue: 

The provisions of T. D. 2561 of October 16, 1917, extending the 
time to January 1, 1918, to corporations filing returns for war income 
and war excess-profits taxes, pursuant to the act of October 3, 1917, 
on the basis of a fiscal year ended on the last day of some month 
during the year 1917 (except Dec. 31, 1917), are hereby amended so as 
to extend the time of filing such returns until February 1, 1918. 
This extension applies also to returns of annual net income of such 
corporations which were due subsequent to October 16, 1917, the date 
of T. D. 2561, but prior to February 1, 1918. 

Daniel C. Eopeb, 
Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary oj ffie Treasury. 



(T. D. 2616.) 

Income tax. 

Gifts or boQusefl to employees of corporations, partnerships, or indi'ddiials. 

Tbeasuby Department, 
Ofeios of Commissioner of Internal Revenue, 

Washington, D. C, December 11, 1917. 
To collectors of internal revenue: 

In order to establish uniformity and to facilitate the work of 
internal-revenue officers who are engaged in the examination of 
books for the verification of returns of annual net income made 
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pursuant to the requirements of the Federal income-tax law, jou 
are informed that special payments, sometimes denominated gifts or 
bonuses, made by corporations, partnerships, or individuals to 
officers or employees, will constitute allowable deduction from gross 
income in ascertaining net income for the purpose of the income 
tax, when such payments are made in good faith and as additional 
compensation for the services actually rendered by the officers or 
employees. If such payments when added to the stipulated salaries 
do not exceed a reasonable compensation for the services rendered, 
they will be r^arded as a part of the wage or hire of the officer or em- 
ployee, and therefore an ordinary and necessary expense of operation 
and maintenance, and as such will be deductible from gross income. 

Special payments made to officers or employees, although in the 
form of additional salaries or compensation, wiU be r^arded as a 
special distribution of profits or compensation for the capital in- 
vested, and not as payment for services rendered, if the amoimt of 
such payments is based upon or bears a dose relationship to the stock 
holdings of such officers or employees, or to the capital invested by 
them in the business. Payments under such latter conditions being 
in the nature of dividends or distribution of profits will not be deduct- 
ible from gross income. 

Salaries of officers or employees who are stockholders or have an 
interest in the business will be subject to. carefid analysis, and if 
they are found to be rather in proportion to the stock holdings or 
interest of such officers and employees than to the real value of the 
services rendered and to be in excess of the salaries paid to officers 
or employees in similar positions in other concerns doing business of 
a like nature and of approximately equal voliune and earnings, the 
amount paid in excess of reasonable compensation for the services 
will not be deductible from gross income, but will be treated as a 
distribution of profits. 

Daniel C. Ropbr, 

Approved: Commiasumer of Internal Revenue. 

W. G. MoAdoo, 

Secretary of die Treasury. 



(T. D. 2617.) 

Distilled spirits. 

Notice of change in price for gauging rode. 

Tbeasuby Dspabtment, 
Office of Cohhissioneb of Internal Revenue, 

Washington^ D. C, Decemher IS, 1917. 
To collectors q/ intemal reoenue and others concerned: 

In making application for the standard gauging rod or any part 
thereof the price of the rod or of the part desired must be forwarded 
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in a money order or draft to the National Metropolitan Bank, Wash- 
ington, D. C, payable to the order of that bank. In no instance 
must the remittance be sent to this office or be made payable to 
the commissioner, but application must be made to the commissioner 
separately, as heretofore, at the same time when the remittance to 
the bank is made. 

Hereafter the following prices for the rods and parts thereof wiD 
prevail: 

44-inch solid metal rod, complete $12. 00 

44-iiicli solid metal rod proper 5. 04 

44-iiicli fixed caliper L80 

44-inch sliding caliper 1. W 

44-inch mean diameter scale 2. 40 

44-inch head slide 1. 20 

62-inch solid metal rod, complete 15. 00 

62-inch solid metal rod proper 6. 26 

62-inch fixed caliper 2.12 

62-inch sliding caliper 2. 00 

62-inch mean diameter scale 3. 13 

62-inch head slide 1.60 

Collectors wiU furnish a copy of this communication to each 
gauging officer in their respective districts, and give the information 
herein contained as wide publicity as possible, as any deviation 
from the above instructions may result in delay in filling orders. 

Daniel C. Rofeb, 
Commissioner of Internal Revenue. 



(T. D. 2618.) 

Fermented malt liquors. 

Limitation of matezials to be used in production of fermented malt liquon and of 
alcoholic content of such liquors imder food-control act of August 10, 1917. 

Treasuby Depabtment, 
Office of Commissioner of Internal EEyENUB, 

Washington, D. C, December 21, 1917. 
To collectors of internal reverme, brewers, and others concerned: 

Under date of December 8, 1917, the President of the United States 
issued the following proclamation: 

Whereas, under and by virtue of an act of Congress entitled "An act to provide 
further for the national security and defense by encouraging the production, con- 
serving the supply, and controlling the distribution of food products and fuel," 
H>proved by the President on August 10, 1917, it is provided in section 15, amoiig 
other things, as follows: 

Whenever the President shall find that limitation, regulation, or prohibition of the 
use of foods, fruits, food materials, or feeds in the production of malt or vinous liquors 
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for beverage pinposefl, or that reduction of the alcoholic content of any inch malt or 
vinoiiB liquor, is easential, in order to assure an adequate and continuous supply of 
foods, or uiat the national security and defense will be subserved thereby, he is author- 
ised, from time to time^ to prescribe and give public notice of the extent of the limita- 
tion, regulation, prohibition, or reduction so necessitated . Whenever such notice shall 
have been ^ven and shall remain unrevoked, no person shall, after a reasonable time 
prescribed in such notice, use any foods, fruits, food matezials, or feeds in the produc- 
tion of malt or vinous liquors, or import any such liauors except under license issued 
by the President and in compliance with rules ana regulations determined by him 
soveming the production ana importation of such liquors and tho alcoholic content 
thereof. 

Now, therefore, I, Woodrow Wilson, President of the United States of America, by 
virtue of the powers conferred on me by said act of Congress, do hereby find and 
determine that the national security and defense will be subserved by the limitation 
of the amount of foods, fruits, food materials, and feeds used in the production of malt 
liquor, and by reduction of the alcoholic content oi malt liquor produced in the 
United States. And by this proclamation I prescribe and give public notice that on 
and alter January 1, 1918, the total amount of foods, fruits, food materials, and feeds 
used by any person in the production of malt liquor shall not exceed seventy per cent 
(70%) of the average consumption of any such foods, fruits, food materials, or feeds in 
the production of such malt liquor by such person during the period from January 1, 
1917, to January 1, 1918, the unit of time to be fixed by regulation; and that on and 
alter January 1, 1918, no malt liquor except ale and porter shall be produced in the 
United States containing more than two and three-quarters per cent (2.75 % ) of alcohol 
by weight. 

No person shall, after January 1, 1918, use any feeds, fruits, food materials, or foods 
in the production of malt liquor, unless he secures a license so to do, to be issued by 
the Commissioner of Internal Kevenue, and complies with rules and regulations to be 
hereafter promulgated governing the production of such liquor and the alcoholic 
content thereof; and no person shall import any such liquor except under license to be 
issued by the Division of Customs, Treasury Department, and in compliance with 
any rules and regulations governing the importation of such liquors which may be 
promulgated. 

In view of the foregoing proclamation, notice is hereby given that 
on and after January 1, 1918, the alcohoUc content of fermented malt 
liquor produced in the United States (except ale and porter) must in 
no case exceed 2f per cent of alcohol by weight ; nor shall the ainount 
of grain or other food or feed material used by any brewer in the pro- 
duction of fermented malt Uquor for any quarter exceed 70 per cent of 
the amount of grain or other food or feed material used by such brewer 
in the production of fermented liquor during the corresponding quarter 
for the calendar year 1917. In case of a brewer who produces ale or 
porter and some other kind or kinds of fermented Uquor on the same 
brewery premises, the 70 per cent limitation will be appUed separately 
to the ale or porter and to the other kind or kinds of fermented liquors. 
In case a brewery was not in operation during the corresponding 
quarter of the year 1917, the figures for the last corresponding quarter 
in which the brewery was in operation will be taken as a basis for 
computation. In a case where a brewery was never operated during 
a corresponding quarter the brewer will be limited to 70 per cent 
of the normal capacity of the brewery with the apparatus now 
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installed. Where there has been a succession to the business con- 
ducted on the same brewery premises, the quantity used each quarter 
by the predecessor or predecessors in business on the same premises 
wiQ be taken into account in determining the quantity of material 
to be used. 

In case two or more breweries eflPect a bona fide consolidation of 
their business for the purpose of economy, such as conservation of 
fuel, reduction of overhead charges, or for other good and sujB&cient 
reasons, the computation of 70 per cent will be made on the combined 
materials of the breweries thus consolidated, based on the quarterly 
periods for the calendar year 1917. 

Every brewer who intends to produce lermented malt liquor on 
and after January 1 1918, is hereby required to apply to the col- 
lector of internal revenue of the district in which he is located for a 
license to operate imder the food-control act. This application 
will be made in duplicate on paper 8 by 10} inches in size and will 
be delivered to the collector of internal revenue, who will indorse 
his approval with the date thereon. The collector will retain one 
copy and deliver the other copy to the applicant. The application 
after approval for the purpose of these regulations becomes a license. 
The form for application should be made either in typewriting, or by 
mimeograph or multigraph, or in print. Failure to apply for and 
obtain license will necessitate discontinuance of the production of 
fermented malt liquor on and after January 1, 1918; otherwise, the 
brewer will be subject to the penalties denoimced for violation of the 
food-control act of August 10, 1917. The appUcation for license 
should be substantially in the following form: 

Treasury Dopartmoit, 
U. S. Internal Revenuo. 

Fcnn . 

(Date) 

Application for license to produce fermented malt liquors on. and after January 1, 1918, 
with (he collector's approval (hereon. 

To (he Collector of Internal Revenue, 
District of . 



The undersigned brewer, operatii^ a brewery at Street, city of -^ , 

State of , in the collection district of , hereby applies for a license 

to operate the said brewery in conformity with the food-control act of August 10, 1917, 
and r^ulations thereunder. Said brewer undertakes to comply with all the require- 
ments of said law and regulations, including the limiting of the product of said brewery 
(except as to ale and porter) to fermented malt liquors containing not more than 
2i per cent of alcohol by weight and limiting the quantity of grain or other food or 
feed material to be used in the production of fermented malt liquor during each 
quarter commencii^ with January 1, 1918, to 70 per cent of the quantity of grain or 
other food or feed material \ised by such brewer during the corresponding quarter of 
the calendar year 1917, or in exceptional cases, as otherwise provided by the regula- 
tions. 
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The applicant agroes that any violation on hii part diall operate as a levocatioii of 
this license. This permit or license to be surrendered to the collector when biudnosi 
is discontinued by the holder. 

(Signed) , 

(AddieM) ^. 

Approved this day of , 19 — » 

By authority of the Comnussioner, 



CoUedor of Internal Revenue, 
District of . 

The application having been approved by the collector of internal 
revenue; one copy bearing such approval will be delivered to the 
applicant and will constitute his license and must be posted con- 
spicuously on the premises. Any violation of these regulations 
observed by internal-revenue officers will be reported to their imme- 
diate superiors and referred in due course to the Commissioner of 
Internal Revenue. Officers having reason to suspect that the con- 
tents of any package sent out from any brewery premises has an 
alcoholic content exceeding 2} per cent will forward a sample to this 
office for analysis, sealing and labeling the same in the usual manner. 
At the time the sample is drawn from the bulk container for the 
purpose of forwarding it to the laboratory a five-grain tablet of 
bichloride of mercury (poison) should be immediately added to the 
sample in order to arrest fermentation, and keep the alcohol the same 
as when the sample was drawn. When the tablet is dissolved the 
sample should be mixed by shaking. The label must be specifically 
marked "Poison/' and any officer who poisons and omits to so state 
on the label may be recommended for dismissal. 

Brewers producing fermented malt liquors imder the provisions 
of these regulations on and after January 1, 1918, must conserve 
from the residue the animal feed. The slops may be conserved by 
feeding at the brewery, sold as slops for feed, or be dried and shipped. 
Breweries now in operation without necessary facilities for conserving 
the slops will be required to install by January 1, 1918, or as soon 
thereafter as possible, equipment for drying or utilizing the slop or 
residue as feed for animals. Brewers who fail to comply promptly 
with these regulations will not be provided with a license by the 
collector and if a license has been issued and the brewer neglects or 
refuses to install the necessary equipment or dispose of the cattle 
feed as herein required, the license will be revoked and forfeited. 

Daniel C. Ropeb, 
Cammiairianer of Interrud Revenue. 

Approved: 

W. G. McAdoo, 

Secretary of ike Treasury. 
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(T. D. 2619.) 

FacilUies furnished by fublic utUiMes. 

Telephone, telegraph, and radio messages in connection with Government busineflB. 

Teeasuet Department, 
Office of Coicmissioneb of Internal Revenue, 

WashingUmy D. C, December 19, 1917. 
To collectors of iTdemal revenue and others concerned: 

Under section 502 of the act of Congress approved October 3, 1917, 
telephone, telegraph, and radio messages, conversations, and dis- 
patches relating to Government business, which originate in the 
United States and which are a charge against the Treasury of the 
United States, the District of Columbia, a State, Territory, or any 
political subdivision of a State or Territory, and are paid from the 
funds thereof, are exempt from the tax imposed by section 500 (e) 
of the aforesaid act. Messages, conversations, and dispatches 
which are not paid from such funds are not exempt from tax, even 
though they relate to Grovemment business. 

Daniel C. Ropeb, 
Commissioner of Internal Revenue. 



(T. D. 2620.) 
Income tax — Decision of court. 

Dividends paid by a lessee corporation directly to the stockholden of the lessor cor- 
poration constitute income of the lessor corporation imder the act of October 
3, 1913. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. 0., December 17, 1917. 
To collectors of internal revenue and others concerned: 

The appended decision of the United States Circuit Court of 
Appeals for the First Circuit in the case of the West End Street Rail- 
way Co. t;. John F. Malley, collector of internal revenue, is published 
for the information of internal-revenue officers and others concerned. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



United States Omourr Ooubt of Appeals for the First GiRCurr. October Term, 

1917. 

Weil End Street RaxLway Co, v. John F. Malley, collector {lt48.) 

Ebbob to th« District Court of tha United States for the District of Ifaasachiuetts. 

Before Dodge, Aldrich, and Brown, Circuit Judges. 

Dodoe, Judge: These two writs of error, brought by the plaintiff and defendant, 
respectively, in a suit to recover back taxes paid imder protest to the internal-revenue 
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collector, seek the reversal of a judgment below in the plaintiff's favor for $2,608.17. 
The district court, having heard the case by consent without a jury, on agreed facts, 
found for the plaintiff in the above amount imder the first count of its declaration, 
but found for the defendant collector under the remaining second coimt thereof. 

The plaintiff, a street railway corporation, having leased its lines and property to the 
Boston Elevated Railway Go. in 1897, has not since operated them itself. They 
have been operated by the lessee, which has regularly made rental payments called 
for by the lease for the right to operate said road thereunder. This lease is before us 
in full, as part of the agreed facts. It was made years before the enactment of either 
statute hereinafter considered. 

(1) T^ taxes in question under the first count were assessed under section 38 of Ihe 
corporation-tax law of 1909 (36 Stats., 112) for the period January 1-February 28, 1913. 
The district court held that the plaintiff was not '*a corporation engaged in business'' 
during said period within the meaning of that statute, and therefore not subject to the 
tax imposed by it. The question thus presented we regard as controlled against the 
(Jovemment's view by the reasoning and result in New York Central, etc., Co. v. Gill 
(219 Fed., 184), decided by this court in 1915— the subsequent decisions cited by 
the district court in its opinion in the present case — and the following still later 
decisions: McCoach v. Continental, etc., Co. (233 Fed., 976), Jasper, etc., Co. «. 
Walker (238 Fed., 533). We find nothing in the agreed facts now before us which we 
can regard as sufficiently distinguishing this case from those dealt with in said decisions 
to warrant us in holding the district court's conclusion erroneous. 

(2) The taxes in question imder the second coimt were assessed imder the later 
income-tax statute of 1913 (38 Stats., 166, 172) for the period March 1-December 31, 
1913. In accordance with provisions in the lease, the lessee company paid, on stipu- 
lated dates in each year, to the persons holding shares of the plaintiff's stock and 
certified by it as then entitled to dividends, certain stipulated sums per share held. 
The district court held that the total amoimt so paid by the lessee during the above 
period was income of the plaintiff corporation as lessor, and did not cease to be such 
because not paid directly to it. The plaintiff contends that said amount was not 
properly taxable as its income under the statute. 

The payments made to stockholders as above were made by the lessee for it^ use 
of the corporation's property, not of the stockholder's property. Though they have 
each an interest in said property, they have no direct interest such as makes them 
its owners. 

The property has been put into the lessee's hands by the lessor corporation, and the 
payments to be made by the lessee for its use have been agreed on, not between the 
lessee and the lessor's stockholders, but between it and the lessor corporation to which 
the property belongs. That agreement expressly refers to and treats these pay- 
ments to stockholders as part of the agreed rent for the property. Under it no stock- 
holder could assert rights as lessor for want of any such interest in the leased property 
as would have enabled him to lease it or agree upon a rent for it. 

No benefit to the lessee, beyond that which would result to it from the lease if all 
the rental payments called for were thereby made payable directly to the lessor, is 
secured to it by the provisions of the lease that it shall divide this part of the rent 
among those who may be the lessor's stockholders from time to time. Those agree- 
ments are effective only to spare the lessor the trouble and expense of making the 
division itself. The lessee's assumption of this trouble and expense is part of the 
consideration to the lessor agreed upon for the use of its property. 

That the lessor railroad could recover the agreed payments to its stockholders by 
suit in its own name is undisputed. Whether the individual stockholders have 
rights of action therefor in their own names is at least uncertain. If they have such 
rights, they are not founded upon any title of the stockholders' own, but upon that 
of their corporation only. We agree with the opinion of the district court that the 
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total of these so-called dividends was, within the meaning of the statute, ''income 
arising or accruing'' to the corporation. The district court's conclusion it supported 
by a Court of Appeals decision. Anderson v. Morris, etc., Co. (216 Fed., 83, 90). 
Though it was the corporation-tax act of 1909, which was there under consideration, 
a question was passed upon was whether or not such dividends paid to stockholders 
by the lessee were part of the lessor's ''entire net income * * * received hy it 
from all sources" during the year; and the coiurt in effect held that it was. The 
inquiry in this case is whether such dividends are part of Hie lessor's "entire net 
income * * * arising or accruing from all sources" to it during the year. So 
far as the difference in phraseology is of any significance it favors a more, rather 
than a less, inclusive construction. This decision having been followed by Judge 
Ray in the same circuit, since the decision here appealed from (Rensselaer, etc.. Go. 
V. Irwin, 239 Fed., 739), in a case arising, like this, under the income-tax statute of 
1913, we are unable to find suflSicient reason for a refusal to follow it in this circuit. 

(3) The district court ordered that costs should not be allowed to either party, and 
this ruling is assigned as error by the plaintiff West End Co. Having prevailed 
on its first coimt, though imsuccessful on its second count, we think it was entitled 
to its costs, according to the usual rule in cases where the prevailing party recovers 
1689 than he claims in a suit at law, but not less than the $500 necessary to carry 
costs under Revised Statutes (sec. 968). No question as to items of the taxation is 
before us. 

The judgment of the district court is affirmed, except so far as it denies costs to the 
plaintiff, to which extent it is reversed; and the case is remanded to that court for 
further proceedings in accordance with this opinion. Each defendant in error re- 
covers its costs in this court. 
Aldbich, Judge, dissenting. 



(T. D. 2621.) 
Munition rnanyfcbcturers^ tax. 

War excess profits tax not deductible in ascertaining net munition income for purpose 
of measuring munitions excise tax. 

Treasury Department, 
Ofpicjb op Commissioner of Internal Revenue, 

Wdshingtouy D. C, December 24, 1917. 
To collectors of internal revenue and others concerned: 

The munition manufacturers' tax. Title III, section 301, of the 
act of September 8, 1916, is an excise tax and not an income tax. It 
is measured by the net income ascertained as provided by section 302, 
Title III, act of September 8, 1916. Paragraph (d) of said section 
302 provides for deduction from ''gross income received or accrued 
from the sale or disposition" of the product of mimitions business' 
''(d) taxes of all kinds paid during the taxable year with respect to 
the business or property relating to the manufacture." 

The net income by which the war excess profits tax is to be meas- 
ured is the net income determined for income-tax purposes, but with- 
out the deduction of income or excess profits tax paid within the year. 
The tax upon this income is in addition to and has no taxable relation 
to any other tax. 
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The net income subject to income tax is the difference between 
gross income as defined by the income-tax law and the several deduc- 
tions provided by that act. The deductions provided must not in- 
clude ''income or excess profits tax." Section 29, act of September 
8, 1916, as amended by the act of October 3, 1917, permits this net 
income, for the purpose of assessment of income tax, to be reduced 
by the amount of war excess profits tax assessed for the same calendar 
or fiscal year. 

To be deductible for the purpose of mimitions tax, a tax must have 
been paid within the taxable year ''with respect to," that is, concern-! 
ing or because of the business of munitions manufacture, or to have 
been paid on "property relating to the manufacture," that is, a tax 
on property having a special reference to the manufacture of muni- 
tions. 

The war excess profits tax is not levied in respect of any business 
or on any property used in or relating to manufacture, but (in the 
language of section 201, act of October 31, 1917)> is "in addition to the 
taxes imder existing law and under this act." It is therefore not 
deductii^le under paragraph (d), section 302, Title III, act of Septem- 
ber 8, 1916, in ascertaining net income from munitions manufacture 
for the purpose of measuring the excise charge on the business of 
munitions manufacture. 

Daniel C. Ropeb, 
Commia^umer of Internal Revenue. 



(T. D. 2622.) 



Adwmu pwymente in inataUmenta and in wTiole of income and ezceee 
profits taxee under section 1009 ^ act of October S, 1917. 

Tbbasubt Depabtment, 
Office of Commissionbb of Intebnal Revenue, 

WasMnffton, D. C, December £6, 1917. 
To collectors of internal revenue and others concerned: 
Section 1009 of the act of October 3, 1917, provides as follows: 

Sbo. 1009. That the Secretary of the Treasury, under rules and regulations pre- 
scribed by him, shall permit taxpayers liable to income and excess profits taxes to 
make payments in advance in installments or in whole of an amount not in excess of 
the estimated taxes which will be due from them, and upon determination of the taxes 
actually due any amount paid in excess shall be refunded as taxes erroneously col- 
lected: Provided, That when payment is made in installments at least one-fourth of 
such estimated tax shall be paid before the expiration of thirty days after the close of 
the taxable year, at least an additional one-fourth within two months after the close 
of the taxable year, at least an additional one-fourth within four months after the 
dose of the taxable year, and the remainder of the tax due on or before the time now 
fixed by law for such payment: Provided further ^ That the Secretary of the Treasury, 
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under rales and regulations prescribed by him, may allow credit against such taxes so 
paid in advance of an amount not exceeding three per centum per annum calculated 
upon the amount so paid from the date of such payment to the date now fixed by law 
for such payment; but no such credit shall be allowed on payments in excess of taxes 
determined to be due, nor on payments made aft jr the expiration of four and one-half 
months after the close of the taxable year. All penalties provided by existing law for 
failure to pay the tax when due are hereby made applicable to any failure to pay the 
tax at the time or times required in this section. 

If taxpayers elect to make advance partial payments on their 
income or excess profits taxes, or both, as provided by section 1009 
of the act of October 3, 1917; at least one-fourth of the estimated 
tax due must be paid within 30 days after the close of the taxable 
year, at least an additional fourth within two months after the close 
of the taxable year, at least an additional fourth within four months 
after the close of the taxable year, and the remainder of the tax due 
on or before the time now fixed by law for such payment. For the 
first taxable year, this means, in the case of partnerships and cor- 
porations who do not fix their own fiscal years and in the case of 
individuals, that at least one-fourth of the estimated tax due must 
be paid on or before January 30, 1918,. at least an additional fourth 
on or before February 28, 1918, at least an additional fourth on or 
before April 30, 1918, and the remainder of the tax due on or before 
June 15, 1918. In the case of a partnership or corporation whose 
fiscal year ends July 31, for example, at least one-fourth of the 
estimated tax due must be paid on or before August 30, at least an 
additional fourth on or before September 29, at least an additional 
fourth on or before November 28, and the remainder of the tax due 
on or before January 12, 165 days after the close of its fiscal year. 
Taxpayers are not allowed under these regulations to make advance 
payments in installments or in whole before the close of their taxable 
year. Upon the first three installments, interest at the rate of 3 
per cent per annum (365 days) will be allowed from the date each 
payment is made to the date now fixed by law for such payment. 
If the final payment is made within 4^ months after the close of the 
taxable year, interest at the rate of 3 per cent per annum (365 days) 
will be allowed from the date of payment to the date now fixed 
by law for such payment. 

In arriving at the amount of the fourth installment required to 
satisfy the assessed tax, it will be necessary to find the difference 
between the assessed tax and the sum of the first three installments 
and the interest at 3 per cent per anniun (365 days) on same from 
the dates of payment to the date now fixed by law for such payment. 
This difference will be the amoimt of the fourth installment, if said 
instaUment is paid after the expiration of 4^ months after the close 
of the taxable year, since section 1009 provides that no credit for 
interest shall be allowed on payments in excess of taxes determined 
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to be due, nor on payments made after the expiration of 4^ months 
after the close of the taxable year. 

If the fourth installment is paid before the expiration of 4^ months 
after the close of the taxable year, the amoimt of such instaUment 
will be found by dividing the difference mentioned in the preceding 
paragraph by 1.00 plus the interest at 3 per cent per annum (365 days) 
on $1 for the number of days from the date on which said fourth 
installment is paid to date now fixed by law for such payment. 

For example, a taxpayer on January 15, 1918, files an income or 
excess profits tax return showing a tax liability of $4,000 and with 
the return makes partial payment of $1,000; February 25, 1918, 
makes a second payment of $1,000; March 25, 1918, a third payment 
of $1,000; and the balance May 1, 1918. 

The first payment draws interest at the rate of 3 per cent per annum 
from January 15 to June 15, 151 days (in January, 16; February, 28; 
March, 31; April, 30; May, 31; and June, 15), or $12.41, amount 
$1,012.41; the second payment, 110 days (February, 3; March, 31; 
April, 30; May, 31; and June, 15), or $9.04, amount $1,009.04; and 
the third payment, 82 days (March, 6; April, 30; ^ay, 31 ; and June, 
15), or $6.74 ($6,739), amount $1,006.74. The sum of the three pay- 
ments and interest thereon is $3,028.19, making the difference $971.81. 
The amount to be paid on May 1, 1918, to satisfy this difference is 
found by dividing $971.81 by 1.00369863, the ''amount" of $1 for 46 
days (May, 30; and June, 15), at 3 per cent, to be $968. 23 ($968,228). 

If, in the example given above, the fourth payment were made May 
16, 1917, the taxpayer would be required to pay the whole of the 
difference, $971.81, as no interest would be allowable on same under 
the law. 

If the taxpayer elects to pay the whole of the tax in advance, that 
is, after the close of the taxable year and prior to the expiration of 
4^ months after the close of the taxable year, the amount to be paid 
to satisfy the tax will be determined by dividing the amount of 
said tax by 1.00 plus the interest on $1 at 3 per cent per annum (365 
days) for the number of days from the date of payment to the date 
now fixed by law for such paymait. 

If the advance payment in whole is made at the time of filing the 
return, and if upon the examination of such return in this office, it is 
found that the payment was in excess of the amount required, together 
with the interest thereon to satisfy the tax actually due, the taxpayer 
will be entitled to the refund of the amount of excess payment (but 
not the interest thereon) by making claim for same on Form 46. 

In arriving at the amount of excess payment, the tax assessed 
should be divided by 1.00 plus the interest at 3 per cent per annum (365 
days) on $1 for the number of days fron the date of payment to the 
date now fixed by law for such payment. The difference between the 
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amount Actually paid in advance and the quotient will be the amount 
of excess payment. 

The interest at the rate of 3 per cent per annum (365 days), allowed 
to a taxpayer on advance payments on income and excess profits 
taxes, must be considered income and accoimted for as income by the 
taxpayer in his return for the year in which said interest is allowed. ^ 

The receipt on Form 1 issued to a taxpayer making an advance 
payment should have entered thereon the amount of such payment^ 
the kind of such payment, whether "in whole'' or the first, second^ 
third, or fourth installment, and also the amount of credit allowable 
on accoimt of the interest at 3 per cent per annum (365 days) for the 
number of days from the date of paymmit to the date now fixed by 
law for such payment, the sum of the two being the amount of credit 
to which the taxpayer is entitled on the tax due. 

If an advance payment, either in whole or in part, is made prior to 
making the assessm^at, it should be entered on Form 58 A or 58 B, 
in the column for "Assessable items" and the amount of interest 
allowed on such advance payment in the column for " Interest allowed 
on advance payments under section 1009 of the act of October 3, 
1917." The entry should show the kind of payment, whether "in 
whole" or the first, second, third, or fourth installment. The sum of 
the entries in column "Interest allowed on advance payments undei* 
section 1009 of the act of October 3, 1917," will be included in the 
total of the Ust and charged to the collector. Credit in the collector's 
account for -this charge will be obtained as provided below. 

If the return is tiled after one or more advance partial payments 
have beai made, the assessment on Form 23 A or 23 B will be the 
difference between the total tax due and the sum of such advance 
partial payments and interest allowed thereon. The entry on Form 
23 A or 23 B in the column for "Remarks" will give the total tax due 
and make reference by page and line to previous advance payments. 

An advance payment and interest thereon on an assessment already 
made will be credited to the list in which such assessment has been 
made. 

On Form 51 B f or the month in which such advance payments in 
installments or in whole are made collectors will take credit in column 
6 of the statement of each list on which the taxes are assessed or are 
to be assessed for the sum of the credits allowed on account of interest 
on such payments from the dates paid to the date now fixed by law 
for such payments. As a voucher for these credits a schedule will be 
prepared for each list on which such payments are made, giving the 
names of the taxpayers making such payments arranged in the order 
in which the names are entered on the Ust and the f oho and line where 
assessed, the date of payment, the kind of payment, whether "in 
whole" or the first, second, third, or foiuih installment, the amount 
76551°— VOL 19—17 27 
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of payment, the amount of interest on same, and the sum of the pay- 
ment and interest. The payment column, the interest column, and 
Che column for the sum of the payment and interest should be added, 
and the total of the third will equal the sum of the totals of the first 
two. The credit taken in column S on Form 51 B will be the total of 
the interest column. In the case of such advance payments on the 
list for month in which such payments are made, to keep the state- 
inent of '^ Advance collections on list for this month" in balance, it 
will be necessary to charge in column 2 on Form 51 B the sum of the 
credits taken in columns 3 and 5; and, in taking up such a list on 
Form 51 B for the month in which said list is received from the com- 
missioner, the total of said list should be entered at the left of column 
2 and underneath the amount previously reported on Form 51 B in 
column 2 of the statement of '^ Advance collections on list for this 
month, " and the balance charged in column 2. 

On Form 79 the amount of interest allowed on such advance pay- 
ments made witiiin the quarter will be charged on line 5, and the 
echedules required by the preceding paragraph will be forwarded by 
this office to the auditor as vouchers for this charge. 

Danhcl C. Roper, 
(hmmissioner of InUmal Revenue. 

Approved: 

W. G. McAnoo, 

84cr€tary <(f{h4 Trta^wry. 
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Interest Table to Accompany T. D. 2622 — Continued. 
Interest o» fl at 3 per cent per SS5 days, 1 day to 165 days — Continued. 
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(T. D- 2623.) - 

Income tax. 

Interest on bank deposits paid to nonresident alien individuals and corporations is 
subject to withholding provisions of the act of October 3, 1917. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WdsJiingtoUy D. C, December 28, 1917. 
To collectors of internal revenue and others concerned: 

Nonresident alien individuals and corporations are required to pay 
tax upon all income received in the calendar year from sources within 
the United States except exempt sources. Interest received from 
deposits in banks located within the United States constitutes income 
received from sources within the United States and is subject to the 
withholding provisions of the act of September 8, 1916, as amended 
by the act of October 3, 1917. Banks are therefore required to with* 
hold the normal tax of 2 per cent upon interest paid to nonresident 
alien individuals and the normal tax of 2 per cent and the war normal 
tax of 4 per cent upon interest paid to a nonresident aUen corporation 
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''not engaged in business or trade within the United States and not 
having any office or place of business therein." 

Daniel C. Rofbb, 
Commisswner 0/ Internal Revenue. 



(T, D. 2624,) 
War-revenue act — Bonds. 

Bonds given by officials of a State, township, county, or village for the faithful per- 
- formance of duties not subject to the stamp tax. 

Tbeasuby Department, 
Office of Commissioner of Internal Reyenub, 

WasJdngton, D. C, December 14, 1917. 
To eoUedors of internal revenue: 

' You are hereby informed that bonds given by officials of a State, 
township, county, or village for the faithful performance of duties, 
and any bonds given to the same poUtical subdivisions covering con- 
tracts for governmental purposes or the protection of the State, 
township, county, village, or mimicipaUty, in any respect, are held 
to be free from Federal taxation on the broad ground that the sover- 
eign States and subdivisions thereof are constitutionally freo from 
taxation by the Federal Government. 

You will note that this ruling does not apply to bonds otl^erwise 
taxable given to the Federal Grovernment for any purpose. 

Daniel C. Roper, 
Commissioner 0/ Internal Revenue. 



CT. D. 2625.) 

Income tax. 
Accnied interest deductible from gross income. 

Treasury Department, 
Office of Commissioner of Internal Revenub, 

Washington, D. C, December 17, 1917. 
To eoUectars of internal revenue: 

The income-tax law of October 3, 1913, imposes a tax ''upon the 
entire net income arising or accruing from all sources during the 
preceding calendar year to every corporation, joint-stock company or 
association, and every insurance company oiganized in the United 
States, no matter how created or organized." 
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Under section 13 (d) of the act of Congress approved September 6, 
1916, it is provided: 

A corporation, joint-stock company or aesociation, or insurance company, keeping 
accounts upon any basis other tlian that of actual receipts and disbursements, unless 
such other basis does not clearly reflect its income, may, subject to regulations made 
by the Gomnussioner of Internal Revenue, with the approval of the Secretary of the 
Treasury, make its return upon the basis upon which its accounts are kept, in which 
case the tax shall be computed upon its income as so returned. 

These provisions of law. authorize corporations and joint-stock 
companies or associations and insurance companies, keeping books 
of account on an accrued basis, to deduct from gross income in returns 
of annual net income the accrual of interest for the return year within 
the limits prescribed by the taxing acts when shown as a charge 
against accrued income upon the books of account. 

Daniel C. Bopsb, 
CammissioTher of Interrud Bevenu$. 
Approved: 
• W. G.MoAdoo, 

Secretary cfihe Treas^sry. 



CT. D. 26260 

Estate tax— Act of September 8, 1916. 

Table to be used in determining the value of one's life interest in an estate vested 

in another. 

Treasuby Department, 
Office op Commissioner of Internal Revenue, 

Washington, D. C, December ff, 1917. 
To eoUectore of internal revenue and others concerned: 

Title II of the act of September 8, 1916, imposes a tax upon the 
transfer of the net estates of decedents. In determining the present 
net worth of a vested estate of a decedent which is subject to the 
usufruct or life interest of another the value of the life interest is 
deductible. In arriving at the value of the life interest the following 
table should be used. 

Daniel C. Roper, 
Approved: Commissioner of Intemai Revenue. 

W. G. McAdoo, 

Secretary of the Treasury. 
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(T. D. 2627.) 

Intirudums relative to aeeeptanee of iOkcertijied checks. 

Treasury Department, 
Office of C!ommissioneb of Internal, Revenue, 

Washington, D. C, Detember 28, 1917. 
To coUedors of internal revenue: 

In accordance with the provisions of section 1010 of the act of 
October 3, 1917, collectors may accept uncertified chocks in pajmcnt 
of income and excess profits taxes. If such check is not paid by the 
bank on which it is drawn, the person by whom it has been tendered 
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shall remain liable for the payment of the tax and for all legal pen- 
alties and additions the same as if such check hod not been received. 

Such uncertified chocks as the depositary bank is willing to accepts 
should be included in the certificate of deposit issued to the collector. 

All other uncertified chocks will bo carried by the collector as ''cash 
on hand'' and not crediteil as "collections/' as the dates of the cer- 
tificates of deposit determine the dates of collections. 

The date on which the collector receives the check will bo con- 
sidered tlie one on which payment is made, unless the check is 
returned dishonored. 

Such uncertified checks as the depositary bank is not willing to 
accept for immediate credit may be deposited for collection by the col- 
lector of internal revenue to his oflicial credit, under his bond, with a 
regular depositary bank, and when the check or checks have been 
collected the proceeds should be immediately deposited by him with 
his other collections for the day. At the same time the collector will 
charge his account "cash on hand" and credit the taxpayer from 
whom the particular imcertified check was received. 

Daniel C. Ropeb, 

Approved: Commissioner oj Internal Revenue. . 

W. G. McAdoo, 

' Secretary of the Treasury. 
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Brandy, remiasion of tax on, usea in fortifying wines 2440 

425 
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c. 

Dvpt. No. 

Cabarets, etc . , tax on adnuEBioiu to « 2603 

Capital-stock tax: 

Engqged in busmess 2457 

Fair value. 2509 

Holding companies 2429 

Returns, preparation of 2503 

Subsidiaries, returns of 2493 

T. D. 2417 amended 2467 

Cases for bottled-in-bond spirits 2492 

Checks, uncertified, acceptance of 2627 

Cigarette paper and tubes, tax on 2552 

Cigars, cigarettes, snuff, and tobacco: 

Tnventories 2583 

Regulations 2569 

Revised forms of orders for stamps for 2604 

Stamps 2300 

Cigars, labels on boxes of large l 2505 

Collections on Porto Rican products 2482 

Combination packages of tobacco, etc., exportation of 2517 

Community pro|>erty owned jointly ; estate tax 2450 

Continuing bona for distillea spirits 2495 

Corporation dividends; Liberty loan bonds; income tax 2512 

Corporation excise tax: 

Fred Von Baumbach v. Satgent Land Co. et al 2436 

Cnion Hollywood Water Co. v. Carter 2475 

Corporation income tax l 2433,2561 

Corporation tax: • 

Extending time of filing returns 2615 

Interest ( Altheimer & Kawlings Investment Co. v, Allen) 2441 

Origanization expenses not deductible ^ 2499 

Philadelphia, Harrisbuig & Pittsburgh Railroad Co. v, Lederer 2507 

'Corporations; premiums paid insurance companies; income tax 2519 

Corporations, transfer agents, registers, and paying agents; estate tax 2490 

Courts, dedsions of: 

Bankers' special tax (Anderson v. Farmers Loan & Trust C6.) 2460 

Corporation excise tax (Fred Von Baumbach v. Sargent Land Co. et al.) . . . 2436 

Corporation excise tax (Union Hollywood Water Co. v. Carter^ 2475 

Corporation tax ; interest (Altheimer & Rawlings Investment Co. v. Allen) . 2441 
Corporation tax (Philadelphia, Harrisbuig & Pittsbuigh Railroad Co. v, 

Lederer) 2507 

Income tax ; dividends (West End Street Railway Co. v. Malley ) 2620 

Income tax ; dividends (Lewellyn v. Gulf Oil Oosporation) 2542 

Income tax; insurance companies (Maryland Casualty Oo. v. United States). 2451 
Income tax; persons dying from March 1 to October 3, 1913 (Brady et al. v. 

AndoBon) .,. 2494 

Income tax; stock dividends (Towne v, Eisner) 2506 

Narcotic law (Ashley v. Osbom) « 2489 

Special excise tax on corpamtiojia (McCoach v. Insurance Co. of North 

America) 2501 

D. 

Lecedents dving after October 4, 1917; estate tax 2535 

Deduction allowed partnerships ; excess-profits tax 2613 

Deduction; war excise tax profits 2602 

Beductions from gross estate; estate tax 2453 

Deductions from gross income; income tax 2481 

Delivery of stamps to be made directly to taxpayer 2504 

Denaturants, pure chemical salts submitted as 2434 

Donating alcohol: 

Ethylaniline and diethylaniline 2430 

Formula 6-b ,... 2484 

Motor power , 2528 

Soap liniment, etc 2465 

Denatuj^ alcohol from Porto Rico 2575 
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Bept. No. 

Denmark, idands acquired from 2463 

Depletion deductions: 

Mining; income tax , 2446 

. Oil or gnus; income tax 2447 

Dilute saccnarine liquid; food-control act 2526 

Distillation of spiritSi restriction on ; food-control act • • . • 2523 

Distilled spirits: « 

Bottled in bond for export , 2486 

Continuingbond for , > .'. 2495 

Entries in Kecord 52 2571 

Extracts from nonbeverage alcohol , 2567 

Food material 2607 

Gauging 2515 

Gauging rods, price of 2617 

Manufacture of, prohibited 2520 

Marking, branding, and stamping 2548^ 2560 

Nonbeverage alcohol 2593 

Other than beverage purposes -^ 2576 

Eegulations 2566 

Slops 2582 

Vermuth, cordials, etc ,...•• 2579 

Wholesale liquor dealers' stamps 2455 

Distilled spirits for export; complete data in Form 59. 2473 

Distilled spirits for other than beverage purposes, sale and use of; food control . , 2559 

Distilled spirits in bonded warehouses , 2435, 2508 

Bottling :.... 2480 

Excessive losses 2472 

Withdrawal 2562 

Distilled spirits lost in transit, etc 2461, 2539 

Distilleries, fruit-brandy, construction of 2491 

Distillers, bonds required of 2578 

Distillery warehouses, construction of , 2431 

Dividends and interest; estate tax , 2483 

Dividends; income tax: 

East End Street Railway Co. v. Malley 2620 

Lewellyn v. Gulf Oil Corporation -. 2542 

Dividends out of reserves; income tax 2540 

Documentsury stamps , 2594 

Domestic wines: 

Shipped in tank cars 2474 

Use of sugar solution 2469,2470 

Drawback: 

Exported alcohol ,,..• 2572 

Manufacturers to furnish samples 2487 

Dues and admissions; war-revenue act 2590, 2592, 2605 

E. 

Empty spjirit packages, recovery of spirits from 2566 

Engaged in business; capital-otock tax 2457 

Entries in Record 52; distilled spirits 2571 

Estate tax: 

Bonds of domestic corporations 2530 

Community property owned jointly 2450 

Corporations, transfer agents, r^;isters, and paying agents 2490 . 

Decedents dying after October 4, 1917 , 2535 

Deductions from gross estate 2453 

Di^ddends and interest 2483 

Five per cent discount; instructions with tables 2497 

General power of appointment 2477 

Heirs, donees, and trustees, etc , 2454 

Household effects; husbana and wife 2529 

Inheritance taxes 2524 

Instructions for executing Form 706 2513 

Support of dependents 2531 

Taole to be used in determining life interest 2626 

United States bonds can not be excluded from 2449 
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Dept. No. 

EthylaniHne and diethylaniline; den&tcrcd alcohol 2430 

Excess-profits tax and income 2609 

Advance payments in installments 2622 

Liberty loans 2541 

Kxceschprofits ux: 

Deduction allowed xyartnenihips 2613 

Individual partners 2612 

Return of infonnation; prewar period 2614 

Salary allowances of partnenhips and individuals 2611 

Tan^ble and intangible property 2610 

Excess profits, war tax; act of October 3, 1917 2550 

Excessive losses of distilled spirits in bonded warehouses 2472 

Excise taxes; synopsis of decisions 2601 

Exemption of tax: 

Government bills of ladinp: 2551 

Payments for services rendered United States, etc 2551 

Shows, exhibitions, and chautauquas, etc 2443 

Transportation requests 2551 

Exhibitions, shows, and chautauquas, etc. ; exemption 2448 

Exportation of combination packages of tobacco, etc 2517 

Exportation of domestic wines 2505 

Exports free of tax , 2510 

Express, shipments or packfl^ by 2580 

Extending payment of certain taxes, bond for 2557 

Extending time for filing returns; corporation tax 2615 

Extension of time for filing returns; income tax 2445, 2476, 2518, 2581 

F. 

Facilities furnished by public utilities 2596, 2600, 2619 

Fair value; capital-stock tax 2509 

Fermented malt liquors , 2564 

Limitation of materials 2618 

Revision of Forms 7 and 18 2471 

Films, moving-picture 2568 

Five per cent discount; estate tax; instructions with tables 2497 

Fruit-brandy distilleries: 

Construction of 2491 

Vai spirit meters 2514 

Floor stocks of tobacco, cij^rs, etc., returns of r 2556 

Floor taxes, Liberty loan bonds as security for 2554 

Food-control act: 

Dilute saccharine liquid ^ 2526 

Regulations under sections 15 and 16 2523 

Section 15, approved August 10, 1917 2520 

Sale and use of distilled spirits for other than beverage piirposes 2559 

Food materials; distilled spirits 2607 

Form 108 aboli^ed; monthly report of spirits gauged 2464 

Form 277 revised; return for registr3^ 2485 

Form 550 reposed, application for withdrawal for export 2521 

Form 706, instructions for executing; estate tax 2513 

Form 1012, revision of monthly list return; income tax 2468 

Forms 7 and 18, revision of; fermented liquors 2471 

Forms, revised, of orders for stamps for cigars, tobacco, etc 2604 

Formula 6b; denatured alcohol .^. 2484 

G. 

Gauging distilled spirits 2515 

Gauging rods, price of; distilled spirits : 2617 

General storekeeper-gangers, assignment of 2444 

Gifts or bonuses to employees; income tax 2616 

Ginfjer brandy, alcoholic beverages, etc 2536 

Government property, transportation of 2597 
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H. 

Dept. No. 

Heirs, donees, and trustees, etc.; estate tax 2*154 

Holdin.'^ companies; capital-stock tax 2429 

Household effects; husband and wife; estate tax.. ., 2529 

Husband and wife; household effects; estate tax 2529 



Income and excess profits : . . . 2609 

Advance payments in installments. 2622 

Liberty loan , 2541 

Income from Liberty bonds exempt from tax 2585 

Income tax: 

Accmed interest.^ : 2625 

Act of September 8, 1916, amended 2549 

. O(»poration; time of making returns 2^61 

Corporations ^ 2433 

Corporations; premiums paid insurance companies 2519 

Deductions from gross income 2481 

Dividends f East End Street Railway Co. v. Malley ) 2620 

Dividends (Lewelljoi v. Gulf Oil Corporation) *. 2542 

Dividends out of reserves., 2540 

Extension of time for filing returns 2445,2476,2518,2581 

Gifts or bonuses to employees 2616 . 

Insurance companies (Maryland Casualty Co. r. United States) 2451 

Interest on bank deposits 1 2623 

Liberty loan bonds; corporation dividends 2512 

Mining; depletion deductions * , 2446 

Nonresident aliens. 1 2452 

Oil or gaa; depletion deductions 2447 

Permanent improvements; rental or lease contracts 2442 

Persons dying from March 1 to October 3, 1913 (Brady et al . v. Anderson) 2494 

Revision of monthly list return, Form 1012 2468 

Stock dividends (Towns v, Eisner) 2506 

Substitute certificates; nonresident alien 2589 

Verification of returns by individuals 2534 

.Individual partners; excess-profits tax 2612 

Inheritance taxes; estate tax 2524 

Installments, advance pa3anents in : income and excess-profits taxes 2622 

Insurance companies: income tax (Maryland Casualty Co. v. United States) 2451 

Insurance, soldiers and sailors 2563 

Insurance; war-revenue act 2588 

Interest: 

Accmed; income tax 2625 

Bank deposits: income tax 2623 

Corporation tax (Altheimer & Rawlings Investment Co. v, Allen) 2441 

Inventories: 

Tax-paid spirits .-. , 2522 

Tobacco, cigars, and dsfarettes 2583 

Iodine, tincture; formula 25 2527 

Islands acquired from Denmark 2463 

J. 
Jewelry: 

Automobiles, etc.; war-revenue act 2591 

War excise tax 2553, 2573 



Labels on boxes of large cigars 2595 

Liberty loan bonds: 

Corporation dividends: income tax 2512 

Income and excess profits 2541 

Income from, exempt from tax 2585 

Liberty loan bonds as security for certain taxes 2537, 2554, 2574 

life interest in estate vested in another: table 2626 

Limitation of materials; fermented malt liquors 2618 
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DeptKo. 

Liquors, fermented; revirion of FozniB 7 and 18 2471 

Loss of wines, allowance for 2545 

Low in transit, etc.: distilled spirits 2539 

Loss in transit for export, distiilod spirits 2461 

M. 

Malt liquors, fermented 2564 

Manufacturers to furnish samples^ drawback 2487 

Marking, branding, and stampdng of distilled spirits 2548, 2560 

Matinee performances, admission to; war tax 2586 

Mining; aepletion deductions; income tax 3446 

Monthly report of spirits gauged; Form 108 aboli^ed 2464 

Motor power; denatured alcohol 2528 

Moving-picture films 2568 

Munitions manufacturers' tax 2458, 2621 

N. 
NaKotic law: 

Ashley v. Osbom 2489 

Mamimcturers to furnish samples; drawback 2487 

Synthetic substitutes 2479 

Nonbeverage alcohol; distilled spirits. 2667, 2593 

Nonresident aliens; substitute certificates; income tax 2452^ 2589 

0. 

Officials of States^ etc., bonds given by; war-revenue act. -, 2624 

Oil or gas: depletion deductions; incomo tax ^447 

Oleomargarine ; records to be kept b v manufacturers, etc 2502 

Organization expenses not deductible; corporation tax. , 2499 

P. 

Packages or shipments by express 2580 

Partnerships and individ uals, salary allowances of; excess-profits tax 2611 

Partnerships, deduction allowed : excess-profits tax , 2613 

Payment of certain taxe<?, bond lor extending 2557 

Pending claims for remis^on of taxes, etc 2443 

Permanent improvements; rental or lease contracts 2442 

Permit, application for, to remove tobacco, etc 2478 

Personal sureties; bonds of United States as collateral 2606 

Perrons dying from March 1 to October 3, 1913; income tax (Brady et al. v. 

Anderson) , 2494 

Playing cards; regulations 2538 

Pool tables and bowling alleys 2462 

Porto Rican products, collections on 2482 

Porto Rico, denatured alcohol from .' 2575 

Post exchanges; special tax '. ^ 2439 

Premiums paid insurance c<Hnpanies; corporations; incomo tax 2519 

Prohibition in Alaska 2466 

Prohibition of manufacture of distilled spirits : . 2520 

Public utilities, facilities furnished by 2596, 2600 

Pure chemicid salts submitted as denaturants 2434 

R. 

Recovery of spirits from empty spirit packages 2565 

Regulations No. 40; collection of tax on transfers of stocks, etc 2608 

Remission of taxes, etc., pending claims for 2443 

Remission of tax on brandy used in fortifying'wines 2440 

Rental or lease contracts: permaD3nt improvements .' 2442 

Retail liquor dealers; special tax 2546 

Return for registry: Form 277 revised 2485 

Return of information : prewar period ; excess-profits tax 2614 

Returns and inventories of floor stocks of tobacco, cigars, etc ^ 2556 

Returns of subsidiaries; capitalnstock tax 2493 
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Dept. No. 

Retains, preparation of; capital-stock tax 2503 

Revised forms of orders for stamps for cigars, tobacco, etc 2604 

Revised list of alcoholic medicinal preparations 2544 

Revision of monthly list return, Form 1012; income tax 2468 

S. 

Salary allowances of partnerships and individuals; excess-profits tax 2611 

Sale and use of distilfed spirits for other than beverac^e purposes; food control . 2559 

Sales of products for future delivery, tax on, act of October 3, 1917 2608 

Salts, pure chemical, submitted as denaturants.... 2434 

Samples, manufactureis to furnish ; drawback 2487 

Schedule of articles and occupations subject to tax 2558 

Scientific purposes, alcdiol for 2496 

Seized property, bonds for release of 2511 

Services rendered to Government, exemption of tax on payments for 2551 

Shipment of alcoholic liquors and tax-paid wines \ 2437, 2555 

Shipments of packages by express 2580 

Shows, exhibitions, and chautauquas, etc. ; e;cemption. 2448 

Slops; distilled spirits i 2582 

Soap liniment, etc.; denatured alcohol 2465 

Soft drinks; fermented malt liquors..'. 2564 

Soldiers and sailors' insurance 2563 

Special excise tax on onporations (McCoach v. Insurance Co. of North America) . 2501 
Special tax: 

Bankers' (And^son v. Farmers Loan & Trust Co.) 2460 

Post exchanges 2439 

Retail liquor dealers " 2546 

Spirit meters, Vai; fruit-brandy distilleries 2514 

Spirits bottled in bond, cases for 2492 

Spirits in bond, bottling of; T. D. 2488 modified 2498 

Spirits, recovery of, from empty spirit packages 2565 

Stamps: 

Delivery of, to be made directly to taxpayer •. 2504 

Documentary » 2594 

Tobacco, snuff, cigars, and dgarettee 2500 

Wholesale liquor dealers ; distilled spirits 2455 

Stock dividends; income tax (Towne v. Eisner) 2506 

Storekeeper-gangers, assignment <rf, to distilleries, etc 2438, 2444, 2456 

Subsidiaries, returns of; capital-stock tax ' 2493 

Substitute certificates; nonresident idien; income tax 2589 

Support of dependents: estate tax 2531 

Sureties, personal ; bonds of United States as collateral 2606 

Synopsis of decisions; excise taxes 2601 

Synopsis of decisions of war-revenue act. 2547, 2570, 257T, 2584, 2598, 2699 

Synthetic substitutes; narcotic law 2479 



Table to be used in determining life uiterest; estate tax a 2626 

Tangible and intangible property ; excess-profits tax 261 

Tank cars, domestic wines snipped in 2474 

Tax-paid spirits, inventories of 2522 

Telephone, telegraph, etc. ; facilities furnished by public utilities 2619 

Time for filing returns, exiJension of; income tax 2581 

Time of effect, act of October 3, 1917 2543 

Time of making returns; corporation income tax 2561 

Tincture iodine; formula 25 ." 2527 

Theaters, admissions to; dues 2605 

Tobacco, cigars, cigarettes, etc.: 

Application for permit to remove 2478 

Exportation of combination packages of 2517 

Floor stocks of, returns 2556 

Inventories 2583 

Regulations 2569 

Stamps '. 2500 
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DeptNo. 

Transfers of stock, tax on, act of October 3, 1917 *..•.. 2608 

Transportation of Government property 2597 

Transportation requests, exemption of 'tax on 2551 

Trustees, heirs, and donees, etc.; estate tax J . . . 2454 

U. 

Uncertified checks, acceptance of » 2627 

Underfilled or underized bottles not tolerated 2488 

Untax-paid wines in hands of dealers 2459 

V. 

Vai spirit meters; fruit-brandy distilleries 2514 

Verification of returns of individiials; income tax 2534 

Veimuth, cordials, etc.; distilled spirits 2579 

W. 

Warehouses, distillery, construction of 2431 

War excess-profits tax: 

Act October 3, 1917 2550 

Deduction 2602 

War exdse tax; jewelry, etc 2553,2573,2591 

War-revenue act 2532 

Admissions and dues 2590, 2592 

Bonds given by officials of States, etc 2624 

Insurance 2588 

Synopsis of decisions 2547,2570,2577,2584,2598 

War excise taxes; jewelry, automobiles, etc 2591 

War stamp taxes; synopsis of decisions 2599 

War tax; admission to matinee performances 2586 

Whisky bottled in bond 2432 

Wholesale liquor dealers' stamps; distilled spirits 2455 

Wine bonds 2516,2525 

Wines, allowance for loss of 2545 

Wines, domestic: 

Exportation of 2505 

Shipped in tank cars • 2474 

Use of sugar solution 2469,2470 

Wines, shipment of tax-paid 2555 

Wines, untax-paid, in hands of dealers 2459 

Withdrawal; distilled spirits in warehouse ^ 2562 * 

Withdrawal for export, application for, Form 550 revised 2521 

Wood alcohol, acetone content in denaturing grade of 2587 
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